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REPORT OF THE SELECT COMMITTEE 


I, the Chairman of the Select Committee to which the Bill * further 
to amend the Income- tax Act, 1961, the Wealth -tax Act, 1957 , the Gift 
tax Act , 1958 and the Companies (Profits ) Surtax Act, 1964 was referred , 
having been authorised to submit the Report on their behalf , present 
their Report with the Bill , as amended by the Committee, annexed 
thereto . 


2 . The Bill was introduced in Lok Sabha on the 9th May , 1973. The 
motion for reference of the Bill to a Select Committee was moved in the 
Lok Sabha by Shri Y . B . Chavan , the then Minister of Finance on the 
15th May , 1973 and was adopted . 


3 . The Committee held 64 sittings in all . 

4. The first sitting of the Committee was held on the 18th May , 1973 
to draw up their programme of work . The Committee decided to in 
vite written memoranda from the Chambers of Commerce and Industry , 
Bar Councils, Supreme Court /High Court Bar Associations. Income- tax 
Bar Associations, Trade Unions and everyone else interested in the sub 
ject matter of the Bill by the 20th June, 1973. The Committee also decid 
ed to invite the views and comments on the provisions of the Bill from 
Editors of Economic Journals, Institutions dealing with the public 
finance and individuals who might be suggested by the Members and 
the concerned Ministry of Finance by the aforesaid date . 


The Committee further decided to hear evidence on the provisions of 
the Bill 


5 . 450 Memoranda on the provisions of the Bill were received by the 
Committee from different Associations, Organisations , etc . 


6 . The Committee heard oral evidence given by the representatives of 
various Associations, Organisations, individuals . etc . at their sittings 
held at New Delhi on the 11th and 12th July , 1973 ; 2nd, 3rd and 5th 
November , 1973 ; 15th December , 1973 ; 28th and 29th January , 1974 ; 10th , 
11th , 13th and 14th June, 1974 ; 8th , 10th and 11th July , 1974 ; at Calcutta 
on the 19th 20th , 21st, 22nd, 24th and 25th September, 1973 ; at Bombay 
from the 8th to 13th October, 1973; at Madras from 9th to 13th January , 
1974 and at Srinagar ( J & K ) on 11th and 12th September , 1974 . 


The Committee also held informal discussions with the representa 
tives of various Associations, Organisations, etc., at Nagpur on the 6th 
and 7th January , 1974 . 


7. The Committee held general discussion on the various points 
made in the memoranda submitted to the Committee and also raised 


* Published in the Gazette of India , Extraordinary, Part II, Section 2 , dated 
the 9th May , 1978 . 
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during the course of evidence before the Committee vis - a -vis the provi 
sions of the Bill at their sittings held on the 12th , 13th 14th September , 
1974 , 22nd , 23rd , 28th to 30th October , 1974 and 18th November ; 1974 . 


8 . At their sitting held on the 1st February, 1975 the Committee 
decided that (i) the evidence tendered before them might be laid on 
the Table of the House ; and ( li ) two copies each of memoranda received 
by the Committee from various Associations, Organisations, etc , might 
be placed in the Parliament Library , after the Report was presented , 
for reference by the Members of Parliament. 


9 . The Report of the Committee was to be presented by the 5th 
September , 1973 . The Committee were granted four extensions of time 
the first extension on the 17th August, 1973 upto the 22nd February , 
1974 ; the second extension on the 21st February , 1974 upto the 20th 
December , 1974 ; the third extension on the 19th December, 1974 upto 
the 21st February , 1975 ; and the fourth extension on the 21st February , 
· 1975 upto the 20th March , 1975 . 


10 . The Committee considered the Bill clause -by - clause at their sit 
tings held from the 29th January to 1st February and on the 17th Feb 
ruary , 1975 . 

11. The Committee considered and adopted the Report at their sit 
ting held on the 11th March , 1975 . 


12 . The observations of the Committee with regard to the principal 
changes proposed in the Bill are detailed in the succeeding paragraphs. 


13 . Original Clauses 2 , 3 , 28 , 29, 61 , 63 , 84 , 85 , 91, 92, 94 , 95 ; 114 ; 
115 , 180 , 121, 123 , 124, 138 , 139 and 142 to 145 : -- 

(i) The Committee feel that the existing aesignacione sf various tax 
authorities have been in vogue for a long time and are well- known to 
the persons dealing with them . Any change in the nomenclature of 
the existing designations at this stage is not desirable . 

The Committee also feel that, for similar reasons, fresh definitions 
of various tax authorities including that of " Income-tax officer" are not 
desirable . 

The Committee are, therefore , of the opinion that the present desig 
nations and definitions of various tax authorities under the various tax 
enactments should continue. 

Clause 2 ; sub - clauses (1), (11 ) , ( ii ) and (v ) of clause 3 , and clauses 
28 , 29 , 61, 63, 84 , 85, 91, 92, 94 , 95 , 114 , 115 , 120, 121, 123, 124 , 138 , 139 and 
142 to 145 have been omitted accordingly . 

( 11) The Committee are also of the opinion that the proposed defi 
nition of " minor child " may be dropped and in its place a new clause 
may be inserted in Section 2 of the Income- tax Act, defining child as 
including a step -child and an adopted child . 

Sub - clause (iv ) of the original clause 3 has, therefore been omitted 
and a new clause 2 has been inserted accordingly . 


14 . Clause 3 [Original clause 4). — The Committee feel that any 
Income received by any person on behalf of the following funds , which 
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are of national importance and have been established for charitable pur 
poses, should be specifically exempted from income- taxi 

(i) the Prime Minister s National Relief Fund ; 
( ii ) the Prime Minister s Fund (Promotion of Folk Art) ; and 
( iii ) the Prime Minister s Aid to Students Fund . 
The Committee further feel that the Central Government may also 
be empowered to exempt any income received by any person on behalf 
of any other fund or institution , established for charitable purposes , 
having regard to its objects and importance throughout India , or through 
out any State , by notification in the Official Gazette . 

A new sub -clause (ii) has been added to this clause accordingly . 

15 . Clause 4 [Original clause 5 ]. - - ( i) Sub - clause (i) . - The amend 
ments made in this Sub -clause are of a drafting nature. (ii) New sub 
clause (12) . - The Committee note that there is a lacuna in the proposed 
provision inasmuch as it does not provide as to how the income, in res 
pect of which an option had been exercised under clause ( 2) of the 
Explanation to sub - section ( 1) of Section 11 bụt which was not actually 
applied to charitable or religious purposes in India during the prescrib 
ed period , should be treated . The Committee are of the opinion that 
such income should be deemed to be the income of the person in re 
ceipt thereof and should be subjected to tax , 


A new sub -clause has been inserted accordingly . 


(iii ) Sub -clause (iii) [Original sub- clause ( ) ]. — The amendment 
made in this sub -clause is of a clarificatory nature. 


( iv ) Sub -clause ( iv ) [Original sub -clause (ili ) ].- The Committee 
note that the proposed provision does not provide for a situation where 
the income is not applied during the period laid down or is applied 
during that period for a purpose different from the purpose for which 
the permission was granted . The Committee are of the view that, in 
such a case, the income should be liable to tax as the income of the 
previous year immediately following the expiry of that period or, as 
the case may be , of the previous year in which it is applied for a pur 
pose different from the purpose for which the permission was granted . 

The sub - clause has been substituted by a new sub - clause accordingly . 


16 . Clause 5 [ Original Clause 6 ) - - (i) Sub -clause (1) ( a ).-- The Com 
mittee feel that the exemption from income- tax granted to the charit 
able trusts created before the 1st April , 1962 for the benefit of a parti 
cular religious community or caste should not be withdrawn as it would 
put such trusts to great hardship , particularly the trusts mode for the 
benefit of minority communities would be severely hit. Further such 
institutions were in conformity with the then prevailing provisions of 
law for exemption of incomes of institutions when they were established . 

Clause (a ) of sub -clause (i) has, therefore, been omitted . 


( ii) Sub - clause (i) ( a ) [ original sub - clause (i) (6 ) ]. The Commit 
tee note that according to the proposed provision , if a chaiitable trust 
or institution for the relief of the poor, education or medical relief car 
ries on any activity for proflt, the income from such activity will be 
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taxable unless the activity is carried on in the course of the actual carry 
ing out of a primary purpose of the trust or institution . The Commit 
tee feel that the expression " activity for profit" is unduly wide and 
may causc hardship and are , therefore , of the view that it may be sub 
stituted by the word " business" . 


Clause (b ) of sub - clause (i) has been amended accordingly . 


( iii ) Sub -clauses (i) (c ) and (ii).-- The Committee feel that sub 
jecting wholly charitable trusts or institutions to tax at the rate of 65 
per cent. on the voluntary contributions received by them , in every 
case where they fail to establish to the satisfaction of the Income- tax 
officer the identity of the persons who made such voluntary contribu 
tions, would cause great hardship , and that the voluntary contributions 
should , therefore , continue to enjoy tax exemption . 


Proposed sub - clauses (i) (c ) and (ii) have been substituted by a new 
sub - clause (i) (b ) accordingly . 


( iv ) New sub -clause (iii) . The Committee feel that iristead of pro 
hibiting the investment of trust funds in business concerns not owned 
or controlled by the Government, it would be desirable to specify clearly 
the modes and forms in which the funds of charitable and religious trusts 
and institutions may be invested and for this purpose , a suitable provi 
sion should be made in the law itself. 


However, the said provision should not be applicable to any funds 
forming part of the corpus of the trust or institution already invested 
immediately before the 1st day of June , 1973. The said restriction shall 
also not apply to the original corpus (being assets other than cash ) of 
any trust or institution established on or after the 1st day of June , 1973 
or any contributions (otherwise than in cash ) with a specific direction 
that they shall form part of the corpus made thereto on or after the 1st 
day of June , 1973 . 


A new sub - clause ( iii) has been inserted accordingly . 


17. Original clause 7, – The Committee were informed that conse 
quent upon the amendment made by Section 4 of the Finance Act, 1974 , 
the provisions of this clause have become redundant, 

The Clause has, therefore, been omitted . 


this 


18 . Clause 6 [Original clause 8 ], - The amendments made in 
clauge are of a clarificatory nature . 


this 


19. Clause 8 [Original clause 10 ]. -- The amendment made in 
clause is of a verbal nature . 


20 . New clause 10. - - The Committee feel that the expenditure in res 
pect of which a deduction is allowed under the proposed new section 
80VV should be excluded from the scope of the provisions of Section 
37 of the Income-tax Act so as to plug a possible loophole of any such 
expenditure being claimed in excess of the limit prescribed in proposed 
sertion 

A new clause is , therefore, being inserted for the purpose 
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21, Clause 11 [Original clause 12 ]. - The Committee are of the view 
that persons carrying on legal, medical, engineering or architectural 
profession or the profession of accountancy , technical consultancy or 
interior decoration or any other profession as may be notified by the 
Central Board of Direct Taxes in the Official Gazette be required to 
maintain accounts irrespective of their income/receipts . Persons engag 
ed in other professions should be required to maintain accounts only if 
their income receipts exceeds the limits as in the case of business . 

The Committee are also of the opinion that in the case of a person 
carrying on more than one business, the limits of income and turnover 
should apply to the aggregate of all the businesses carried on by him . 


Sub -section ( 1) of proposed section 44B has been amended accor 
dingly by substituting in its place two new sub -sections ( 1) and ( 2 ) . 


The other amendments made in the clause are of a consequential 
nature. 


22 . Clause 13 [Original clause 14 ]. - (i) The Committee are of the 
opinion that the income of the spouse of an individual, earned by virtue 
of technical or professional qualifications from a concern in which such 
individual has a substantial interest, should be exempted from being 
clubbed with the income of the individual, 


A proviso to sub - clause ( ii ) of proposed sub - section ( 1) has been added 
accordingly . 


( ii ) The Committee are also of the view that only those transfers of 
assets to son s wife or son s minor child without adequate consideration , 
which have been made on or after the 1st day of June , 1973 , should attract 
the provisions relating to clubbing of income. 

Sub -clause (vi) of proposed sub -section ( 1) of Section 64 has been 
amended accordingly . 


(iii) Explanation 4 . - The Committee also feel that where any income 
is included in the income of another person under the provisions of pro 
posed sub -section ( 1) , the income flowing from the investment of such 
included income should not be so included . 

The explanation has been omitted accordingly . 


(iv ) The other amendments made in this clause are of a verbal or 
clarificatory nature . 


23 . Clause 14 [Original clause 15 ]. — While discussing the desirability 
of introducing the proposed new section 69D relating to amount borrowed 
or repaid on hundies, the Committee were assured that its working would 
be watched for sometime and, if necessary , suitable amendments would 
be proposed in due course . 


24 . New clause 17.- - The amendment made in Section 80B of the In 
come-tax Act, by this clause is consequent on the omission of section 
80H by clause 20 of the Bill, 


25 . Clause 18 - The amendment made in this clause by adding a new 
sub- clause ( ii ) is of a consequential nature , 
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26 . Clause 19 . - The Committee are of the view that the deduction con 
templated under the proposed Section 80GG should also be made available 
to salaried employees who are not in receipt of any tax free house rent 
allowance . 

The clause has been amended accordingly . 

27 . New clause 21 and clauses 22 and 24 [Original clauses 21 and 23 ]. - 
Insertion of new clause 21 and amendments made in clauses 22 and 24 
are consequential to the insertion of section 80HH by section 9 of the 
Direct Taxes ( Tmendment) Act, 1974 , passed after the introduction of 
this Bill, 

28 . Clause 25 [Original clause 24 ], — The amendments made in this 
clause are consequential to the changes made in section 80QQ by the 
Direct Taxes (Amendment) Act, 1974 , passed after the introduction of 
this Bill. 


29 . Clause 26 [Original clause 25 ] . — The Committee feel that the ceiling 
limit of rupees two thousand proposed on the deduction allowable in 
computing the total income on account of any expenditure incurred by an 
assessee in respect of any proceedings before any Income- tax authority or 
the Appellate Tribunal or any court is low in the prevailing conditions . 
A limit of rupees five thousand for the purpose would be reasonable . 

The clause has, therefore , been amended accordingly . 

30 . While suggesting the above amendments to the clauses dealing 
with deductions in computing the total income, the Committee also feel 
that Government might consider the question of amending Section 80E 
of the Income- tax Act, 1961, on the lines of the Wanchoo Committee re 
commendation that " the Scheme of allowing deduction in respect of 
premia paid for securing retirement annuity be extended to cover all 
Individuals engaged in business , profession or vocation , whether as pro 
prietors or in partnership ." 

31. Clause 28 [Original clause 27 ]. — The amendments made in this 
clause are of a clarificatory nature . 

32. Clause 31 Original clause 32 . - Clause 85 [Original clause 891 and 
clause 108 (Original clause 118 ) . - The amendments made in clauses 31, 
85 and 108 of the Bill are of a drafting and consequential nature . 


33 . Clause 32 [Original clause 33 ]: Clause 86 [Original clause 90 ] and 
Clause 109 [Original clause 119 ].-- The amendments made in these clauses 
are of a drafting nature . 


this 


34 . Clause 35 [Original clause 36 ] . - The amendments made in 
clause are of consequential nature, 


35 . Clauses 38 and 43 [Original clauses 39 and 44 ]. - (i) The Committee 
feel that the proposed provisions of clause 39 requiring compulsory audit 
of accounts of persons ( not being companies ) by chartered accountants 
are likely to cause harassment , inconvenience and unnecessary expense 
to the assessees particularly in the mofussil areas and other places where 
chartered accountants are not readily available, without any correspond 
ing substantial benefit to the Government revenue . 


Sub - clause (i) of clause 39 has been omitted accordingly . 
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(ii) However, the Committee are of the opinion that in a case, where 
the nature and complexity of the accounts of the assessee and the interests 
of Government revenue so require, the Department should be empowered 
to direct the assessee to get his accounts audited by a chartered account 
ant and furnish a report of such audit in the prescribed manner . In 
order to see that no harassment is caused to the assessee and he is not 
put to unnecessary expense , the decision to get his accounts audited 
should be taken at the level of the Commissioner of Income-tax and the 
chartered accountant for the purpose should also be nominated by him . 

Clause 44 has been amended accordingly . 


36 . Clause 39 (Original clause 40 ) ... (i) The Committee are of the view 
that it should be statutory obligation of every assessee , who has been 
alloted a permanent account number, to quote such number also in the 
challans for the payment of any sums due under the provisions of the 
Act . 

A suitable provision has been inserted in this clause accordingly . 

( ii ) The other amendments made in this clause are of a drafting and 
verbal nature. 

37 . Clauses 40 , 88 and 111 [ original clauses 41, 96 and 125 ].- - The Com 
mittee feel that the proposed provisions are likely to create practical 
difficulties in identifying the director or the person , mainly in charge of 
the affairs of the company . Similar difficulties are likely to arise in the 
case of partnership firms. The Committee feel that it should suffice if 
the return , in the case of a company , is signed , where the Managing 
Director is not able to sign the return for unavoidable reasons, by any 
director of the company and similarly in the case of partnerships , by any 
partner of the firm . 

Clauses 41, 96 and 125 have been amended accordingly . 

38 . Clauses 41 and 89 [ original clauses 42 and 97 ], — The Committee 
feel that the self- assessment scheme should be made applicable in all 
cases where tax is payable irrespective of the amount of tax and such tax 
should also be made payable before furnishing the return of the income. 

Clause 41 has been amended accordingly . Similar amendment has 
been made to clause 89 relating to Wealth -tax Act. 


39 . New Clause 44 . — The Committee feel that consequent upon the 
insertion of a provision in clause 43 empowering the Income- tax Officer 
to direct an assessee to get his accounts audited , it is also necessary to 
empower the Income-tax Officer to proceed to make the assessment to the 
best of his judgement in a case where his direction to get the accounts 
audited has not been complied with 

New clause 44 has been inserted accordingly . 

40 . Clause 45 . — The proposed new section 144B seeks to provide that 
where an Income-tax Officer proposes to make additions and disallow 
ances exceeding a prescribed amount, he shall send a draft assessment 
order to the assessee and where the assessee objects to the proposed 
assessment, the final order of assessment should be passed by the Inspect 
ing Assistant Commissioner . The Committee feel that on receipt of 
objections, if any, from the assessee, in such cases, the Inspecting Assis 
tant Commissioner may issue directions to the Income- tax Officer in 
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respect of the matters covered by the assessees objections and thereupon 
the assessment should be completed by the Income-tax Officer himself . 

The proposed new section 144B under this clause has been substituted 
accordingly . 


41. Clause 46.-- The Committee are of the opinion that the time-limit 
of thirty days for disposal of an application made under section 146 of 
the Ineome-tax Act by an assessee for cancelling an ex - parte assessment 
is too short a period and feel that the period should be ninety days, 

The clause has been amended accordingly. 

42 . Clause 47. — The Committee are of the opinion that in computing 
the period of limitation for completion of assessments and reassess 
ments under section 153 of the Income-tax Act, the time taken (i) in the 
special audit of the accounts of the assessee ; ( ii ) in obtaining the direc 
tions of the Inspecting Assistant-Commissioner under Section 144B 
subject to a maximum of 180 days and ( iii ) in cases where an application 
for settlement is rejected or is not allowed to be proceeded with by the 
Settlement Commission , should also be excluded . 

The clause has been amended accordingly . 


43 . Clause 50 . — The Committee feel that the provisions of the clause 
should also apply to a director of a private company which has been 
converted into a public company, in respect of any tax due on the income 
of such private company . 

However, such liability should be restricted to taxes due in respect of 
assessment years commencing on or after the 1st day of April, 1962 . 

The clause has been amended accordingly . 


44. Original clause 51. – The Committee were informed that even 
under the existing law , more or less the same position , as is envisaged 
in the proposed provision , is secured in respect of remuneration received 
by the film artistes in the form of annuity . The Committee , therefore , 
feel that the proposed provision is not necessary . 

The clause has been ommitted accordingly . 


45 . Clause 51 [ original clause 52 ). — The amendmentmade in this clause 
is of a clarificatory nature . 


46 . Clause 54 [ original clause 55 ).- - The Committee are of the view 
that transfer of movable or immovable properties by the assessee should 
also include indirect transfers and the proposed provisions should apply 
only in respect of transfers made on or after the 1st June , 1973 . 

The clause has been amended accordingly . 


47. Clause 56 [ original clause 57 ) . - Clause 97 [ original clause 1057 and 
clause 118 [ original clause 132 ]. - The amendments made in clause 56 are 
of a clarificatory nature and also provide that only payments of disputed 
taxes made after the 31st March , 1975 will be entitled to interest . 


New sub - section ( 3A ) as proposed to be inserted in section 34A of the 
Wealth -tax Act by Clause 97 of the Bill and new sub - section (3A ) as 
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proposed to be inserted in section 33A of the Gift- tax Act by clause 118 
of the Bill have been amended on the same lines . 

48 . Clauses 57 and 93 [original clauses 58 and 101 ) .- (1) The Committee 
are of the view that the appropriate nomenclature of the proposed settle 
ment body would be " Incomc-tax Settlement Commission " instead of 
" Income-tax Settlement Committee " . 

The Committee also feel that the Settlement Commission should 
consist of a Chairman and two other members and should function within 
the Department of the Central Government dealing with direct taxes . 
The Chairman and members should be appointed by the Central Gové 
ernment from amongst persons of integrity and outstanding ability and 
should possess special knowledge of, and experience in , problems relating 
to direct taxes and business accounts . Until such whole- time members 
are appointed , the Central Government should be empowered to require , 
from time to time, any two members of the Board to function as part 
time members of the Settlement Commission . 

Proposed section 245B under clause 57 has been substituted accor 
dingly . 

( ii ) The Committee are also of the view that on receipt of an appli 
cation for settlement, the Settlement Commission should call for a report 
from the Commissioner and not from the Income tax authority , as 
proposed . The Settlement Commission should then proceed with all the 
matters covered by the application and any other matter raised in the 
report of the Commissioner so that a full and final settlement could be 
conveniently made . 

The Committee are further of the view that in case a settlement 
becomes void , the proceedings thereof should be deemed to have been 
revived and the income tax authority should complete such proceedings 
within the prescribed time-limit . 

Proposed section 245D under clause 57 has been substituted accordingly . 

( iii) The amendments made in proposed section 245F are of a con 
sequential nature . 

(iv ) The Committee are of the opinion that the proceedings before 
the Settlement Commission should be treated as judicial proceedings with 
a view to conferring on the Commission the immunities and privileges 
available to the judicial authorities similar to those conferred on the 
Income-tax Appellate Tribunal and Income-tax authorities . 

A new section 245L has been inserted accordingly . 


(v ) The Committee are further of the opinion that an assessee should 
be allowed to withdraw an appeal from the Appellate Tribunal for the 
purpose of making an application to the Settlement Commission for the 
settlement of his case . In case the application is not entertained by the 
Settlement Commission , the appeal should be deemed to be pending with 
the Appellate Tribunal and should be disposed of accordingly . 

A new section 245M has been inserted accordingly . 


(vi) Similar provisions have been made in clause 93 of the Bill relating 
to the Wealth Tax Settlement Commission . 
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49 . Clause 61 [Original clause 64 ) . - The amendments made in this 
clause are of a verbal, consequential, drafting and clarificatory nature . 


510 . Clause 63 [Original clause 66 ] . – The amendments made in this 
clause are of a consequential and drafting nature . 


51. Clause 64 [Original clause 67 ]. — The amendments made in this 
clause are of a drafting nature . 


52. Clauses 68, 70 and 100 [ Original clauses 71, 72 and 108 ]. — The Com 
mittee are of the view that, in order to make the provisions relating to 
prosecution more effective, the discretion vested in courts to award mone 
tary punishment as an alternative to rigorous imprisonment or to reduce 
the term of imprisonment below the prescribed minimum should be taken 
away . 


Sections 276B , 276C , 276CC proposed to be inserted by clause 68 and 
Bections 277, 278, 278A proposed to be inserted by clause 70 and sections 
35A , 353 , 35D , 35F , 35G proposed to be inserted by clause 100 have been 
amended accordingly . 

53 . New clause 69 . — This clause seeks to amend section 276D of the 
Income-tax Act . This is consequential to the insertion of a provision in 
section 142 of the Act by clause 43 of the Bill conferring power on the In 
come-tax Officer to direct an assessee, with the previous approval of the 
Commissioner of Income-tax , to get his accounts audited . 


54 . Clause 71 [Original clause 73 ]. — The amendment made in this 
clause is of a drafting nature . 


55 . Clause 72 [Original clause 74 ] . — The amendment made in this 
clause is consequent upon the repeal of the Code of Criminal Procedure, 
1898 and the enactment of the Code of Criminal Procedure , 1973 after the 
introduction of this Bill . 


56 . Clause 73 [Original clause 75 ] and clause 98 (Original clause 106 ). 
The amendment made in clauses 73 and 98 are of a drafting nature . 


57. Clause 75 [Original clause 77 ] . The Committee are of the opinion 
that he proposed provisions requiring all contractors, who undertake 
any work or supply of goods or services, to furnish particulars of contracts 
exceeding fifty thousand rupees to the Income tax Officer are unduly 
wide and feel that the provisions should apply only to contracts for works 
and for supply of goods or services in connection therewith . 

The clause has been amended accordingly . 


this 


58 . Clause 76 [Original clause 78 ) . -- The amendment made in 
clause is of a clarificatory nature , 


- 59 . Clauses 78 and 100 [Original clauses 80 and 108 ]. - - The amendment 
made in clause 78 is consequent upon the repeal of the Code of Criminal 
Procedure , 1898 and re - enactment of the Code of Criminal Procedure , 
1973 after the introduction of this Bill. A corresponding amendment has 
been made in the proposed section 35M under clause 100 relating to 
Wealth tax Act. 
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60 . Clause 79 [Original clarise 81 ). — The amendments are of a conse 
quential nature . 

61 . Clause 80 [Original clause 82 ]. -- The amendment is of a conse 
quential nature . 


62. Clause 82 [Original clause 86 ]. — (i) Sub -clause (1). — The amend 
ment made is on the same lines as made in clause 13 of the Bill seeking 
to provide that the provisions shall apply only in respect of transfers made 
on or after the 1st day of June , 1973. 

( it ) Sub -clause (ill ) . – The amendment made is of a drafting nature . 

( iii) Sub - clause (iv ) . -- The amendment made is of a clarificatory 
nature and is on the same lines as made in clause 2 of the Bill . 

63. Clause 80 [Original clause 98 ] and Clause 112 (Original clause 
126 ) - 

(i) The amendment made in sub -section ( 1) of the proposed new 
Section 17A of the Wealth -tax Act is of a drafting nature and also seeks 
to provide extended time limits in cases where belated or revised returns 
are filed . 

( ii ) The amendments made in sub -section (2 ) of the proposed new 
Section 17A of the Wealth -tax Act are of a drafting and verbal nature . 

( lii) New sub - sections (3 ) and ( 4 ) have been Inserted to provide 
extended time limits within which an assessment can be made where 
such assessment is a fresh assessment in pursuance of orders in appeal, 
revision , etc ., or is made to give effect to any findings or directions in 
any order of appeal, revision , etc . 

(iv ) The amendments made in the Explanation to the proposed new 
Section 17A of the Wealth - tax Act are on the lines of the amendments 
made to the corresponding provisions in clause 47 of the Bill . 

New Section 16A as proposed to be inserted in the Gift- tax Act by 
clause 112 of the Bill has been amended on the same lines. 

64 . Clause 91 [Original clause 99 ) . - The amendment made in this clause 
is in line with the corresponding provision of the Income-tax Act after 
its amendment by section 13 of the Direct Taxes (Amendment ) Act, 1974 , 
which was passed after this Bill was introduced . 


65. Clause 92 [Original clause 1007 and clause 114 [ Original clause 
128 ]. — The amendment made in clause 92 is of a drafting and consequen 
tial nature . 

New Section 17A as proposed to be inserted in the Gift-tax Act by 
clause 114 of the Bili has been amended on the same lines . 


66 . Clause 102 [Original clause 110 ]. — The amendment made in sub 
section ( 11 ) of the proposed section 37A is consequent upon the repeal of 
the Code of Criminal Procedure , 1898 and re - enactment of Code of Crimi 
nal Procedure, 1973 after this Bill was introduced . The other amendments 
are of consequential nature. 


67. Clause 106 [Original clause 116 ) . – The amendments made in this 
clause are of drafting nature and also provide that the aggregation of 
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gifts made in the preceding four years shall not apply to gifts made be 
fore the 1st June, 1973 . 


68 . Clause 113 [Original clause 127 ] . -- The amendment made in this 
clause is consequent upon the amendment made in Section 17 of the 
Gift -tax Act by Section 18 of the Direct Taxes (Amendment ) Act, 1974 , 
which was passed after this Bill was introduced . 


69. Clause 115 [Original clause 129 ] . — The amendments made in this 
clause are of a clarificatory nature . 


70 . Clause 120 [Original clause 134 ] . — The amendment made in this 
clause is consequent upon the repeal of the Code of Criminal Procedure , 
1898 and re -enactment of the Code of Criminal Procedure, 1973, after the 
introduction of this Bill. 


71. Clause I and Enacting Formula . - The amendments made are of 
a formal nature . 


72. The Select Committee recommend that the Bill , as amended , be 
passed 


73. The proliferation of black money and tax evasion have become a 
menace to nation s economic development . The Committee feel that 
legislative efforts by themselves cannot cope with these problems unless 
an efficient and modern administrative tax machinery is set up to 
administer the direct taxes laws. 


74. The Committee note with concern that the dispute between the 
officers directly recruited to Class I and those promoted to it has been 
pending settlement for a very long time. As a consequence , the parties 
had to go to the court. This was unfortunate for it seriously affected 
the efficiency of the Department . They feel that if the problem of 
black money and tax evasion is to be seriously dealt with , it is essen 
tjal that tax administration should be made effective and efficient. The 
dispute in which a large group of income tax personnel feel at the 
moment frustrated and demoralised is not conducive to efficient tax 
administration . They feel that the question of career prospects of Class 
II Income-tax Officers including the policies pursued by the Depart 
ment in respect of their seniority and promotion should be reviewed 
expeditiously . 


75 . The Committee were informed by the Ministry that the following 
matters were already under Government s consideration : - - 


(i) Augmenting the man power adequately in the Income- tax De 

partment; 


( ii) Giving larger financial powers to the Income tax authori 


ties ; 


(ii) Upgrading the status of the Chairman of the Board of Direct 

Taxes and the Board itself; 
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(iv ) Streamlining the working of the Directorate of Inspection 

( Investigation ) which has an important role in unearthing 
black money ; and 


( v ) Evolving ways and means and norms for more effective scru 

tiny of assessees in higher income brackets . 


The Committee express the ardent hope that early decision and 
corisequent action would be taken in respect of these matters . 


NEW DELHI; 
March 20 , 1975 
Phalguna 29 , 1896 ( Saka ). 


N . K . P . SALVE , 

Chairman , 
Select Committee. 


266 , 16 


THE GAZETTE OF INDIA EXTRAORDINARY 


[ PART II 


MINUTES OF DISSENT 


The main objectives of the Taxation Laws ( Amendment) Bill, 1973 , 
as stated in the Bill, are to unearth black money and prevent its proli 
feration , to fight and curb ta xevasion ; to check avoidance of tex 
through various legal devices, ir.cluding the formation of trusts and 
diversion of income or wealth to members of family etc ; and to 
streamline the administrative set-up and make it functionally effi 
cent. So far as the objectives are concerned , they are undoubtedly 
unexceptionable. However, the proposals contained in the Bill, to my 
mind , are symptoms of the disease rather than its cure , and in many 
cases are likely to complicate the tax structure rather than simplify 
it. The Wanchoo Committee laid maximum emphasis on the need to 
remove the basic causes of tax evasion . High rates of taxation and 
increasing control on distribution and prices have been listed by the 
Committee as the main causes for tax evasion , I, for one, am in full 
agreement with them and strongly feel that unless tax level is consi 
derably brought down and high controls on commodities, etc. brought 
down to absolute minimum levels, tax evasion problem will not get 
solved . Prof. Kaldor had rightly recommended that the maximum rate 
of tax on income should not exceed 45 per cent. Even Wanchoo Com 
mittee had recommended it to be brought down to 74 -75 per cent. 
Total incidence of taxation on a assessee in no case should exceded 80 
per cent. It can have a salutary effect on eradication of black money . 


Secondly , the political climate in India is not conducive to checking 
black money transactions . I rather feel that it provide opportunities 
for generation of black money . Large funds are required to meet 
election expenses and there can be not two opinions that most of these 
are financed by wealthy persons with lot of black money . It hardly 
needs any mention that these wealthy persons later use their contacts 
with politicals leaders for their ulterior motives. I would , therefore , like 
to urge strongly that election expenses should be financed by Centre 
and State Governments . The Bill provides lot of powers to penalise 
and prosecute assessees merely on the ground of suspicion and pre 
sumption . When one looks at these sweeping powers one cannot help 
but to suspect their misuse in the hands of the Income-tax Officers. In 
order to ensure proper use of these powers and as a measure of in 
Huilt justice to honest tax payers, I suggest that there should be a 
provision providing for suitable penalties to the Oficers misusing their 
powers . 


I am also of the opinion that the Central Board of Direct Taxes should 
not be a part of the Ministry of Finance . Wanchoo Committee has also 
recommended to this effect. It is of the highest importance that in 
matters of taxation , the rule of law prevails strictly and impartially . 
The people are bound to lose faith in the impartiality of the adminis 
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tration if its organisation allows political interference to be even a 
theoretical possibility . As long as the executive head of the depart 
ment is himself a part of the Finance Ministry , I feel it would be 
difficulty to carry conviction with the public about the impartial ad 
ministration of the direct tax laws. I, therefore , suggest that the 
Central Board of Direct Taxes should be reconstituted as an indepen 
dent and autonomous Board . This would not be something peculiar 
to India because even in United Kingdom , U . S . A . and Japan , the tax 
policy making authorities and tax execution authorities are separate 
independent bodies , 


Requirement of Audit of Accounts 

While the Select Committee has recommended the deletion of the re 
levant portion of clause 39 pertaining to the requirement of audit of 
accounts in respect of non - corporate tax - payers , it has recommended the 
insertion of a sub - clause in clause 44 to the effect that if, at any stage 
of the proceedings, before him the Income-tax Officer , having regard 
to the nature and complexity of the accounts of the assessee and the 
Interest of the revenue , is of the opinion that it is necessary so to do , 
he may with the previous approval of the Commissioner direct the 
assessee do get the accounts audited by an accountant, with specified 
qualifications and nominated by the Commissioner in this behalf. While 
I endorse this suggestion , it needs to be ensured that the assessee would 
not be held responsible for any delay or default on the part of the 
auditor in submitting his report and also that if the accounts are 
found to be accurate according to the audit report, the accounts will 
be taken as correct. To ensure a fair and unbiased auditing. I recom 
mend that the Commissioner should nominate an auditor who is prac 
tising in an area other than the area to which the assessee belongs. 
The Central Board of Direct Taxes should also issue broad guidelines 
to the revenue authorities indicating the type of cases where such 
auditors may be nominated . 
Investment of Trust Funds 


Clause 6 of the Bill proposes to impose a total ban on investment 
of trust funds in any business concern including a company not owned 
or controlled by Government. It would mean that the accumulated 
money of the trust fund can only be invested in Government Securities 
or Post Office Saving Bank and Scheduled Banks including Co -opera 
tive Banks, whose rate of return is much lower . As a result, the in 
come of the trusts will considerably go down and thereby its activities . 
I do not see any worthwhile justification for it. I, therefore, urge that 
the trustees should have the option of choosing the securities they want 
to invest in so long they are safe securities . Alternatively , such a 
power may vest in the Commissioner of Trusts as is the case in Bom 
bay where the Commissioner has the final say in regard to investment 
of trust funds 


Penal Provisions 

The Bill has provided for rigorous imprisonment upto seven years 
whether for concealment of tax or for non -payment or whether for 
failure to submit a return in time. In my view , differentiation is called 
for varying with the nature and gravity of offences. It has also been 
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provided that the assessee will be deemed to be guilty of an offence 
unless he proves to the contrary . Here again , in my opinion , rationa 
lisation is called for , According to the criminal jurisprudence one is 
presumed to be non - guilty till proved otherwise . I strongly feel that 
the same principle should be applicable in tax proceedings too . Even 
the Law Commission of India in their 47th Report on the Trial and 
Punishment of Social and Economic Offences , which generally recom 
mended that the accused should prove that he committed the actus reus 
innocently , had specifically excluded taxation laws. 


Collection of Revenue 

It has not been worthwhile to collect small amounts by way of 
direct taxes even through the simplest of procedure from very large 
number of people. In fact, attempts to do so lead only to a distraction 
of effort from more worthwhile directions . Percentage of cost of col 
lection _ to demand raised in big income cases worked out to about 0. 78 
in 1969- 70 as against 5 : 41 in small income cases. I, therefore, submit 
that the basic exemption limit may be raised to Rs. 10 ,000 . This would 
means that almost half of the assessees would be off the G .I. R ., but the 
revenue loss from this would not exceed 8 per cent. of the total 
revenue. I am confident that this meagre loss in revenue would be 
more than offset by the improvement in the quality and speed with 
which the assessments in respect of other assessees can be completed . 
In addition , this will also give relief to the mass of the low income 
group people , in the face of rapidly declining purchasing power of the 
rupee , 


VIRENDRA AGARWALA . 


NEW DELHI; 
March 18 , 1975 . 
Phalguna 27, 1896 ( S ). 


Although I am in agreement with most of the amendments of the 
Committee , I wish to place this note of dissent regarding the adequacy 
of the provisions of the Bill to achieve the main objective set out in 
the statement of objects and reasons. The main objective of the amend 
ment propused to be made was " to unearth black money and prevent 
its proliferation " . It is , therefore , imperative to have an assessment of 
the extent of the black money that today is vitiating the entire econo 
mic life of the country . As per the assessment of the Direct Taxes 
Enquiry Committee (Wanchoo Committee ) the undisclosed income in 
the year 1968 -69 was of the magnitude of Rs. 1400 crores and on the 
basis of this the Wanchoo Committee had estimated the black money 
in 1968-69 to the extent of Rs. 7 ,000 crores . To err on the safer side 
even as an under -estimate if the undisclosed income was to remain 
only Rs. 1400 crores a year, there would be an addition of about Rs . 8000 
crores. Thus even as an underestimate, the magnitude of black money 
would be about Rs. 15 ,000 crores to Rs. 20 ,000 crores in the beginning 
of 1975 . 

As per the All India Income Tax statistics 1971- 72 , out of 21 lakh 
assessees, assessed to income tax those whose income is above Rs. one 
lakh are only 27,442 and these twenty seven thousand paid 70 per cent 
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of the total tax revenue, which was about Rs. 1149 crores in 1971-72. 
Those whose annual income was between Rs. 20 ,000 and one lakh , paid 
about 20 per cent of the tax revenue and their number was about 3 lakh 
assessees. The rest about 17.5 lakh assessees paid only 10 per cent of 
the tax revenue. These figures clearly show as to where the black 
money is concentrated and where the attention of the Tax administra 
tion is most needed . It is obvious that hardly 27 ,000 assessées control 
about 20,000 crores of unaccounted wealth , which obviously is the form 
of real estate , stocks, bullion , gold and jewellery which is used to cor 
ner stocks or essential commodities and which is responsible for inflation . 
It is known that hardly 1.5 per cent of assessees pay nearly 70 per cent 
of the tax revenue and of the rest 14 per cent assessees whose income 
is between Rs . 20 ,000 and Rs. one lakh pay about 20 per cent of the tax 
revenue, it also becomes clear that those whose income is below Rs. 20 ,000 
constitute 85 per cent of the tax assessees and pay only 10 per cent of 
the tax revenue. 

This raises two questions ; ( a ) why has the tax administration allowed 
less than 2 per cent assessees who are in few thousands, to accumulate 
such large undisclosed and unaccounted wealth ; (b ) why was the time 
and energy of the administration wasted on those 85 per cent assessees 
whose contribution was less than 10 per cent o fthe tax revenue . 

To the first point, the answer given by the Department is that there 
is shortage of staff and a plea has been put forward for increase of staff 
to deal with increasing work . The very first matter which is already 
under consideration of the Government as stated in para 75 of our report 
is the question of " augmenting manpower generally in the Income-tax 
Department" . Today there are about 3655 Income-tax Officers and about 
3188 Inspectors. In addition to this, the supervisory and clerical 
staff is about 26 ,666 apart from other 10,000 class IV employees. As 
pointed out earlier , the assessees on whom concentration is needed and 
who contribute more than 70 per cent of the tax revenue are those whose 
income is above Rs. one lakh and their number is less than 30,000 (thirty 
thousand ). This comes to less than ten cases per officer . If greater 
attention by the officers and inspectors is given to locate and unearth 
the real wealth of the assessees in higher income bracket. their number 
may increase to even one lakh and that would bring an additional revenue 
of at least Rs . 1,000 crores a year . And yet more than Rs. 15 .000 crores 
of black money will still be at large and a recurring amount of Rs. 2.000 
crores of unaccounted wealth will be generating every year . In our 
entire evidence , we have not seen any reasonable explanation as to why 
the Finance Ministry and Income- tax Department have not been able 
to lay their hands on this growing black wealth when much of it was 
obviously rising on the surface in the form of real estate , bullions , stocks 
in industry and in trade and rest in gold and jewellery and 
the business in smuggling. The charge that this could happen only 
through the connivance or even acquiescence gets credibility when vou 
see black money growing under your very nose as it were year after 
year . If the projection and estimate of Wanchoo Committee have any 
validitv then the black money prevalent today in 1975 would be rasily 
about Rs, 20 , 000 crores i.e . nearly three times the annual budget of the 
Government of India . 

This black money or black wealth has by now percolated and spread 
in every part of our body politic like a poison so much so that our 
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economic and political system has got so much addicted to it that most 
of us do not really feel concerned or desirous of relieving our economy 
from the clutches of the spell of this Black Magic of Block Money . 


The Department has been asking more powers through this Bill and 
we have given them all that they wanted . So now at least there should 
be no excuse of want of powers. Some of the loopholes like investment 
of Trust money , mandatory maintenance of account, powers for searches 
and heavy penalties have been provided in this Bill . 


Yet, I am afraid that with all these powers not much can be achieved 
unless a determined effort is made to unearth the black money and its 
ill gains in the form of various assets, real estate, stocks, gold , jewellery 
etc are confiscated . Measures like ceiling on urban property and a com 
prehensive Bill on economic and social offences will have to be introduc 
ed expeditiously . I had also suggested that Section 138 of the Income 
tax Act be amended to make every income-tax return of an assessee a 
public document. Similarly every assessment order should also be a 
public document like the decision of a court. If a citizen wants to earn 
and enjoy income and property publicly why should he want to keep 
the assessment a secret from the public . I was told that this had some 
practical difficulties . But the real difficulty is, that all of us to some 
extent want to avoid disclosure of some of our income and enjoy it 
Even for Government servants the extra- income has now become more 
or less an accepted fact, otherwise the huge properties built in exclusive 
colonies cannot be explained . The same is true of those politicians (and 
their number is not few ) who have shared the gains of unaccounted . 
wealth . 

It is because of this inherent weakness of the situation worsened day 
by day by the growth of the black money , power , that the second ques 
tion still remains unanswered viz . why do the tax authorities waste 
time on overwhelming majority of small cases (nearly 85 per cent) 
knowing full well that they yield less than 10 per cent tax revenue, 

A system of sample checking of all cases below Rs. 30,000 income can 
be easily adopted . All returns below this with affidavits of the assessees 
should be accepted . In sample checking, anyone found to have given a 
false assessment should be punished heavily . 

Assessees with income between Rs. 50 ,000 and Rs. 1,00 ,000 should be 
dealt with on summary asseessment basis subjert to selective assessment . 
Here also very heavy punishment on false return should be imposed . 

Major attention should be devoted to assessees above Rs. one lakh 
income and special force should be detailed for unearthing black money 
with specific targets for the officers . Result and not excuses should be 
the only test. Whenever there is a talk of limitations or constraints, it 
invariably means the unwillingness to change a system which has bred 
vested interests. 


Unfortunately , in this Department (where it is most essential) also 
there is no accountability at any level. One has to be right either on 
Ale or for the eyes of the auditors. This attitude is responsible for the 
ruin of our administration in each sphere . 

This may not strictly be termed as a note of dissent. But I wished 
to register my feeling of disappointment at having wasted lot of public 
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money and more than two years of time of the Select Committee on a 
Bill whose provisions have no nexus with the main objective enumera 
ted in the terms of reference . Such an exercise is self-deceptive and 
misleads the people , 


VASANT SATHE . 


NEW DELHI: 
March 18 , 1975 
Phalguna 27 , 1896 (S.) 


IN 


We regret we have to append a minute of dissent. We are well 
aware of the fact that considerable amount of care and thought has been 
given by the Committee to the Bill and the modifications that have been 
formulated as a consequence have in our judgment considerably improve 
ed the Bill . 


Although we are in substantial agreement with the main objectives 
of the Bill, we feel that the provisions in regard to charitable trusts are 
unduly onerous. In our view we would have done well to have drawn 
upon the experience of Maharashtra and Gujarat in seeking to regulate 
the functioning of the charitable trusts . The organisation of the Charity 
Commissioner which Gujarat and Maharashtra have established has 
functioned well, as was testified by, a number of witnesses. The estab 
lishment of such an organisation at the centre and in the states would 
have ensured in our view in a much more effective way the proper 
functioning of the trusts in respect of investment and dispersal of funds 
by the charitable trusts. 


Likewise , in so far as searches and seizures are concerned , the pro 
visions of the Bill give powers to the Income- tax authorities, which 
encroach to a greater extent than is necessary upon the basic rights of 
individual s liberty and privacy . Such powers are unheard of and un 
known in any democratic country . They can be only exercised in a 
police State or under a dictatorial regime. It is note -worthy that there 
is no provision to protest innocent tax payers against harassment or 
black -mail from the Income-tax authorities or any other person . More 
over, the proposed powers go far beyond the recommendations of the 
Wanchoo Committee. 


Under the present law , certain powers can be exercised if the Income 
tax authorities have " reason to believe" . It is now proposed to have the 
yardstick of " reason to suspect" . Neither the Wanchoo Committee nor 
any other Committee had ever recommended that mere suspicion , which 
in practice would amount to pure conjuncture would be enough to 
authorise raids on private houses and business premises which can well 
result in ruining the reputation of the person concerned , besides causing 
him untold agony, while a raid may afterwards be found to be unjustified . 


The existing powers of searches and seizures given to the Income 
tax authorities appear to us to be quite sufficient to deal with cases of 
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evasion and concealment. What is really necessary is efficient enforce 
ment of existing laws. The inadequacy is not in the law but in the 
administration of the law . 


NEW DELHI ; 
March 18 , 1975 . 
Phalguna 27, 1896 ( S .) 


H . M . PATEL . 
P . G . MAVALANKAR . 


IV 


Taxation is not only a way of mobilising resources to meet public 
expenditures, but also an important instrument in the fiscal policy of a 
Government for influencing the level of economic activity in the coun 
try . Though nobody can be expected to be enthusiastic about tax pay 
ments, still there should be a rationale in the incidence of taxation and a 
firm impartiality in administration so as to gain at least a certain 
grudging co -operation from the tax payers . A good deal of criticism 
has been made time and again about the complexity of the Indian Tax 
Laws. It was hoped that some kind of stability, would be introduced in 
the Income-tax legislation after the 1961 Act, but subsequent amendments 
numbering more than 800 belied that fondhope . Often times amend 
ments were increasingly and indiscriminately proposed merely to cover 
the ineptitude of the Department or to get round an adverse decision 
of a court. 

2 . The present Bill as introduced had 145 clauses amending the four 
taxation laws and before the clause -by -clause consideration by the 
Select Committee, Government gave as many as 140 amendments to these 
amending clauses. We are afraid this Bill, in spite of the numerous 
amendments and further amendments to these amendments, some of 
them hasty, some of them unwarranted , will not tackle the problems 
posed before the tax administration . 
3. The main objectives of the Bill have been stated to be : 

(i) to unearth black -money and prevent its proliferation ; 
( ii ) to fight and curb tax evasion ; 
( iii) to check avoidance of tax through various legal devices ; in 

cluding the formation of trusts and diversion of income or 

wealth to members of family ; 
( iv ) to reduce tax arrears and to curb accumulation in future; 
( v ) to rationalise exemptions and deductions ; 
(vi) to streamline the administrative set-up and make it function 

ally efficient. 
In reply to a query as to how far and to what extent the provisions 
of the proposed Bill would fulfil the objectives, an elaborate note was 
submitted by Government without identifying the stated objectives with 
the specific clauses in the Bill , 

4 . The vexatious problems now undertaken to be solved by the amend 
Ing Bill are not new . In the past, various Commissions and Committees 
have been appointed by Government, with exhaustive terms of refer 
ence to study in detail and suggest the remedial measures . As enumera 
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ted in a note submitted by the Government, there have been eight im 
portant Committees Commissions that went into the structure of direct 
taxes and other related matters since Independence . They were : 

( 1 ) Income- tax Investigation Commission ( 1948 ) . 
(2 ) Taxation Inquiry Commission ( 1953-54 ) . 
(3 ) One-man Committee of Prof . Nicholas Kaldor ( 1956 ) . 
(4) The Direct Taxes Administration Inquiry Committee ( 1958 - 56) . 
(5 ) One-man Committee of Mr. S . Boothalingam (1967 ) . 
(6 ) The Administrative Reforms Commission (Report on Central 

Direct Taxés Administration ) ( 1969 ) , 
( 7) The Committee on Taxation of Agricultural Wealth and 

Income ( 1972 ) 


Besides these Committees, there have been other Departmental en 
quiries such as those conducted by Inderjit Singh Committee on Tax 
Administration , H . A . Shah Committee on Tax Evasion and numerous 
reports of Public Accounts Committee right from 1963 . 


5 . It must be said that these Committees went about their task in 
right earnest and produced some worthy reports, but it is a pity that the 
considered recommendations made by these Committees after much 
labour and time, did not receive the due attention and consideration by 
the Government. In reply to a question raised in the Committee about 
the action taken by Government on these reports , it is stated : 
" Files containing detailed reasons for acceptance or non - accept 

ance of most of the recommendations of the following Com 
mittees were not available : 
(a ) Income tax Investigation Committee ( 1948 ) . 
(b ) The Taxation Inquiry Commission ( 1953 -54). 
( c ) One-man Committee constituted by Prof . Nicholas Kaldor 

(1956 ) . 
(d ) The Direct Taxes Administration Inquiry Commission 
( 1958 -59 ) . In the absence of relevant files, it has also not 
been possible to give the reasons for not accepting these 

recommendations . " 
6 . It is incredible that important Ales containing the processing of the 
recommendations of these worthy Committees would be missing. If this 
be true , it shows a callous disregard not to speak of a gross insincerity 
in the attitude shown by Government for improving tax administration . 
It is difficult for one to resist the conclusion that there is some vested 
interest on the part of the Government and bureaucracy in keeping the 
tax administration in the continued state of ineffectiveness and disarray , 


7. Legislative amendments purporting to plug loop - holes are not the 
panacea for curbing the evasion . It has become an allbt for ineffective 
administrative action and the annual ritual of flooding the Act with 
numerous amendments in the name of curbing evasion has reached 
sickening level . The result is that the tax payer, tax gatherer , the tax 
advisers , not to speak of Members of Parliament and even judiciary , are 
all completely at sea as to what the state of law is at any given point of 
time. Unless there is a will on the part of Government to implement 
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the tax system in a just and impartial way and to show firmness where 
attempts at concealments and evasion are detected , it would be futile to 
make the tax machinery gain confidence and cooperation of the public , 
which is an essential element for efficient tax -administration . 

8. It has been claimed that the present Bill is the result of a detailed 
examination of the recommendations of the Wanchoo Committee Forty 
seventh Report of the Law Commission and suggestions received from 
various quarters . If there is such a sincere concern on the part of Gov 
ernment to faithfully implement the Wanchoo Committee s recommenda 
tions , it is not known why the interim report given by the same Com 
mittee containing some immediate and effective recommendations for 
dealing with black -money has been deliberately ignored by Government 
so far . Even in this Bill the implementation of some of the important 
recommendations of the Wanchoo Committee have been mutilated or 
diluted . 

9 . The Forty -seventh Report of the Law Commission on Trial and 
Punishment of Social and Economic Offences has suggested far -reaching 
changes in the Law , particularly with a view to tightening the provisions 
against the tax evader in regard to concealment ; a specific instance is 
new section 276E suggested by Law Commission . However, instead of 
implementing that recommendation , even the existing rigorous of the 
penalty provisions which were designed to prevent tax evasion have 
been diluted so as to drive one to wonder whether this is a Bill to en 
courage tax evasion or to prevent it . 


10 . Evasion or avoidance are not problems new to this Department 
and no one can pretend that these are for the first time tackled in this 
Bill. The Varadachari Commission set up in the year 1948, in paragraph 
18 of its Report, had pointed out as follows: 
" Evasion is applied to the escape from taxation accomplished by 

breaking the letter of the law , whether intentionally or through 
mistake or negligence . Most frequently taxes are evaded 
because proper machinery has not been provided or the machi 

nery is not working properly . " 
11. Six years later the situation las remained almost the same as can 
be seen from the Taxation Enquiry Commission Report which observed 
As follows in Chapter 12 of its Report, Volume II: -- 
" It is observed from statistics in connection with the disclorure 

drive that income as originally included in the returns sent to 
the Income-tax Department by assessees who made disclosures 
was grossly understated . The difference between the income 
as originally returned and that disclosed to the Department 
is on the average as much as 600 per cent . When it is remem 
bered that these statistics are of admitted evasion , which has 
been detected by the Department, allowance is made for the 
fact that the department is ill-equipped in the matter of train 
ed staff to cope adequately with the problem of evasion , 
quantum of the evasion which actually takes place and goes 

undetected , could rightly be estimated at a high figure indeed . " 
" Evasion can be tackled effectively only by improving and streng. 

thening the enforcement machinery . " 
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12 . A look at the Department five years later revealed that the posia 
tion nad nut improveu ; n fact it worsened with the result that another 
Committee had to be appointed ( The Direct Taxation Administrative In 
quiry Commitcee Report, 1958 -59 ), with the terms of reference, “ to ad 
vise Governinenç on the administrative organisation and procedures ne 
cessary for implementing the integrated scheme of direct taxation with 
due regard to a need for eliminating tax evasion and avoiding inconveni 
ence to assessees," 


13. The situation , even after this comprehensive report was received , 
had not shown any desirable improvement , so much so, the Commissions 
appointed later and particularly the Public Accounts Committee had 
frequently to call the attention of the Government to the growing in 
effectiveness of the administrative machinery . 


14 . The tax administration must have a sound basic information sys 
tem though not of the transaction of the assessees , but at least as regards 
the number of assessees, assessment completed , tax collected and arrears . 
Most unfortunately the maintenance of statistics even in such elementary 
areas has received the lowest priority in th department even upto the 
present day. The Working Group of the Administrative Reforms Com 
mission of Central Direct Taxes had sadly commented on the prevailing 
state of affairs as follows : 


" The tax which the Department administers affects the social and 

economic life of the country in a most powerful way . No one 
knows or can know as much about the fact of the administra 
tion of the taxes as members of this Department . But we 
doubt if there is a machinery in the department adequately 
equipped to give information on such matters ." 


15 . Even coming to as late a period as 1972 - 73 , we find from the Audit 
Report for the year presented by the Comptroller and Auditor -General, 
several contradictions in basic figures supplied by the Ministry of Finance . 
In one place the total collection of Income- tax and corporate - tax is shown 
as Rs . 1, 183.33 crores in another place it is Rs. 1, 172 .78 crores and in a 
third place Rs. 1,261 . 41 crores . While reporting the arrears of assess 
ments, the closing balance for 1970 - 71 is shown as 12 ,38 ,829 assessments 
pending; out of these the department is stated to have disposed of 14,87,270 
assessments (vide Page 9 of the Audit Report 1972 - 73 — Direct Taxes ) . 
There cannot be a sadder commentary on the situation in which the 
Department finds itself. 


16 . The oft repeated excuse for this state of affairs is that there has 
been a voluminous increase in the number of cases to be disposed of and 
that there has been no corresponding increase in the man - power to tackle 
the situation . This plea, if examined with reference to actual availa 
bility in the department, does not appear to be valid . For a vast country 
like India , even at the end of the Fourth Five Year Plan , the total num 
ber of assessees is only of the order of 34 lakhs ( 1972 -73) . Of these cases 
where business income exceeds Rs. 15 ,000 account for only 5 lakhs; other 
cases with less than Rs. 15 ,000 of annual income are swamped under a 
new scheme called " Summary Assessment Scheme" , in which admitted 
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ly the assessment is only summary . In its Eighty -Seventh Report (Fifth 
Lok Sabha), the Public Accounts Committee has observed : 

" The Committee are not satisfied that there was any need for the 

increase of officers for assessment work in view of the simplifi 
cation in assessment procedures brought about in recent years . 
They find that about 89 per cent of the assessees are in the 
categories III to V . The assessments in these cases do not re 

quire much effort on the part of the assessing officers . 
The Committee note that 71 per cent . of the revenue is collected 

from 11 per cent . of the total number of asgessees falling in 
categories I and II. It is on these cases that the Income- tax 
Officers should naturally concentrate . They should investigate 
thoroughly big cases to unearth concealment of income. There 
should be a greater emphasis on survey work to bring substan 
tial-tax dodgers within the Income- tax net . " 


The Income-tax net is more like the proverbial spiders web where the 
small flies are caught and big ones break through ! 


17. The existing state of affairs reveals a tax arrear of nearly Rs . 800 
crores and an arrear assessment of 13 . 92 lakhs . It appears no serious at 
tempt has ever been made for a proper management policy . There are 
today over 3000 Income- tax Officers , nearly 100 Commissioners and 700 
Assistant Commissioners . The Income- tax Officer is the key -stone of 
income-tax administration as observed by the Working Group of the 
Central Direct Tax Administration . But unfortunately among the rank 
and file of the Income- tax Officers there is now " a complete sense of 
frustration and discontent as the whole department looks more like a 
battle- field than an organised disciplined force dedicated to the task it 
has undertaken . " 


18 . The whole service is divided into rival camps and much of the 
time of the Committee was taken up in listening to the grievances of 
the Tax Officers so much so that ,the Select Committee has to step a 
little out of its terms of reference to make a recommendation inviting 
the Government to look into the grievances of the officers . The problem 
is not going to be solved even after adequate attention of all the grie - , 
vances to the satisfaction of the officers . The problem is one bound up 
with larger issues of their recruitment, training, adequate work analysis , 
effective supervision and efficient top management . 


the officer 
of all hund 
up 


19. Coming to some important clauses of the Bill, especially those 
dealing with charitable trusts, settlement commission , searches and penal 
ties, it is regrettable that the position is being made worse so as to work 
to the advantage of tax dodgers and " those professional gentlemen who 
assist them in the matter . " 


The avoidance of tax through the media of charitable trusts is a well 
known phenomenon and the serious abuse was fully recognised by no 
less , a person than the Prime Minister of India who was also the Finance 
Minister in 1970 . She had said in her budget speech " One of the major 
devices leading to tax evasion and avoidance is the creation of private 
trust . " 


- 
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In the Finance Bill of that year the Income-tax Act was amended to 
give exemption in respect of income actually applied to the purposes of 
the trust in the same year or within three months of the close of the year . 


This was done to quote the Prime Minister again " to curb the use of 
the funds of charitable and religious trusts to acquire control over indus 
try and business ." 


v 


4 


1 


20 . Now the Government has gone back on this well thought out 
scheme; they have reverted back to the position status quo ante 1970 . 


In fact the studies made on the working of the trusts in India and 
the notes submitted to the Select Committee by the Government them 
selves go to prove that the big business houses have managed to have 
the assets of the trusts invested in the shares of the companies belong 
ing to them to as high a percentage as 98 per cent . In spite of the con 
tinued abuse of the media of trusts, the Government had proposed to 
put the clock back . This goes beyond the Wanchoo Committee Report 
which it is true, showed some concerned about the cases where a part of 
the income, although accrued , may not have been actually received to be 
available for expenditure or accumulation in the specified manner" . It is 
not known why the Government repudiated the stand taken by the 
Prime Minister in the Finance Bill of 1970 . Does that mean that the 
Government are now not opposed to the use of funds of charitable trusts 
in the hands of big houses to acquire control over industry and business . 


21 . Another significant event has been the withdrawal of an amend 
ment proposed by the Government in the Bill to clause 13 by which it 
was sought to remove the anomaly and inequity between the trusts creat 
ed before 1. 4 . 1962 and thereafter . At the present the charitable trusts 
or institutions created before 1 . 4 . 1962, even if they are for a particular 
religious community or caste, enjoy tax exemption which is not available 
to similar trusts created after that date . The Wanchoo Committee went 
into the whole question thoroughly and came to the conclusion that " in 
our opinion , however, difference in tax due to trusts created before and 
after 19th April, 1962 , is not only anamolous but also inequitus . No doubt, 
the trusts created before the 1st day of April, 1962 were created with 
reference to the law then in force , but this law cannot be allowed to stand 
in the way of such trusts being made to conform to the requirements of 
new law within a reasonable period of time. ” On the basis of this re 
commendation , clause 6 (i) ( a ) was included in the Bill . Now the Goy 
ernment proposes to delete this provision thereby allowing the anomaly 
and inequity to continue . If it is the contention that protection should 
be given to minorities, we have no objection provided the term "mino 
rity is legally defined and benefits allowed to genuine minority groups . 
But the way in which the Government is continuing the anomaly to the 
advantage of some vested interests is highly objectionable . This is not 
a gesture shown to minorities, but a gesture to vested interests who are 
indeed in a minority in the society . 


22 Regarding investments of trust funds and assets , the Bill , ag 
amended , has set up certain restrictions so as to curb the numerous, 
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dubious, subtle , indirect and complex ways of exercising control which 
happens to be beyond the reach of the legal profession , 


23 . But the present form gives an exemption to funds forming part 
of the corpus of the original trusts before certain date and to contribu 
tions made to the trusts after that date with a specific direction that they 
form part of the corpus . We are afraid this will defeat the very pur 
pose of the basic provision itself . In the note supplied to the Committee , 
the Government were very clear in the remark , " The identity of origi 
nal corpus itself is likely to lead to endless litigation and controver 
sies . . . . .. If the law provides an exception to original corpus, it will 
be difficult to deny such contributions either . On the other hand, if the 
concession is extended , it will water down the efficiency of the basic pro 
vision itself ." 

24 . While clause 6 was being discussed in the Select Committee, a 
question was raised how the Government proposes to treat the donations 
given in kind especially in the form of shares. To this apprehension , the 
Chairman of the Board of Direct Taxes explained , and the Minister of 
Finance concurred with him , that the donations in the form of shares do 
not get any tax exemption . On this clarification , the Committee pro 
ceeded further . Still it is not clear how the donations, if offered in the 
shape of shares , are going to be treated , whether the trusts should keep 
them as shares or convert them into moneys for the purposes of the trusts . 


25 . Apart from the regress made by the Government and the un 
willingness shown against any curb on the abuse of the trust funds by 
big business, the Government have taken for themselves the powers to 
exempt any trust from operation of the Sections 10 to 13 of the Income 
tax Act and also to allow investment in any form in special cases . This 
kind of reservation left to the discretion of the Government is bound to 
be abused and lead to possible corruption , political and official, 


26 . In 1968, Section 271 was amended for the purpose of introducing a 
deterrent against the tax evasion . By this amendment, the penalty levi 
able for concealment of income was made equal to the income concealed . 
Likewise, the penalty for concealment of wealth was made equal to wealth 
concealed . While introducing this amendment the Finance Minister 
observed as follows : 

" I propose to lay down very stringent penalties on those who con 

tinue to avoid taxes by concealing their income or wealth . For 
this , the penalties for concealment of income or wealth will be 
stepped up to a minimum of 100 per cent and a maximum of 
200 per cent of the concealed income or wealth . " 


27. It is common knowledge that after the introduction of this amend 
ments , the tax compliances by putting in returns and proper valuation re 
turns improved to a great extent and now the wholesome provision 
which gave some fright to tax - dodgers is being removed ; the clock is 
put back by making the penalty as a percentage of the tax sought to be 
evaded . In another place an explanation has been inserted so as to make 
the penalty as little as possible . 


28 . The provision relating to the settlement Commission is another 
instance where vast scope is created for pressure and patronage . By 
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merely calling the body a " Commission " , there is no autonomy or indo 
pendence given to it in the matter of its functioning, as did the Investi 
gation Commission or as the M .R . T .P , Commission functions today , 
The Income-tax Investigation Commission also acted as a Settlement 
Commission in so far as cases referred to it were settled under Section 
8A of the Investigation Commission Act. These provisions empowered 
that Commission to investigate the cases referred to it and settle by a 
compromise the payment payable by the assessecs and the manner of 
payment together with such terms as security , penalty , etc. But the 
Commission was functioning under a separate enactment independently 
of Government with no scope for being pressurised . The instances, 
whereby cases withdrawn by the Government from the Commission 
were restored back to it on a protest by the Chairman are too well 
known to be repeated here . The M .R . T . P . Commission again has full 
powers to deal with the cases referred to it uninfluenced or unpressurised 
by Government either from the political or from the official hierarchy, 
This Commission is headed by a High Court judge and has its members , 
experts from outside the department. When compared to this, the or 
ganisations and structure the powers and the functioning of the so -called 
Settlement Commission in the proposed Bill clearly reveal a desire on 
the part of the Revenue Department to keep this machinery as a creature 
functioning under it, staffed by men drawn mainly from the Department, 


29. The anxiety betrayed in Section 245G that its files are not to be 
available to anyone is a clear indication of the nature of the decisions 
that may be arrived at. Neither the Monopoly Commission nor the In 
vestigation Commission claimed any secrecy for their records whereas 
those of the Settlement Commission under this Act are to be kept 
secret even from the Public Accounts Committee . One cannot escape the 
conclusion that this Settlement Commission is designed to help big 
tax evaders in reducing their liability and getting out of the provisions re 
lating to prosecution and penalties . It is clear that such a provision will 
be used for considerations other than purely administrative purposes, 


30 . The Bill has amended Section 132A and introduced a new Section 
133A . These two provisions have clothed the Income- tax Officer with 
enormous authority , particularly those contained in Section 133A . This 
section docs not have even the fig leaf of protection of " possession of 
information " and " reason to believe ". Under Sections 132A and 133A 
any Income-tax authority , which may include even an Inspector is 
allowed to enter any place and require any proprietor or any employee 
or even any person sitting there to permit him to search and survey , 


31 . Section 132 , as proposed in the Bill authorises an Income- tax 
authority to seawih any person who has got out of or is about to get into 
any building, place , vessel, vehicle or aircraft, if on a mere suspicion 
that the person has secreted books of accounts or documents, money , 
jewellery or valuable thing. These powers are draconian in nature and 
unless the Parliament is satisfied that the existing powers of search and 
seizure have been worked properly and found wanting to give extra 
powers to a fiscal authority would be to throw many innocent assessees 
at the mercy of the departmental officials , not all of whom , could claim to 
act honestly and with discretion . 
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32. The powers of search and seizure have been vested with the officers 
of this department from 1956 and have been progressively made more 
comprehensive so as to clothe them with greater power with each amend 
ment. In spite of that, as the figures given in the Wanchoo Committee 
Report (Page 16 ) reveal that no more than 1447 cases of search and 
seizures have taken place over a period of seven years , resulting in sel 
zures of assets to the value of Rs. 6 .99 crores, which comes to an average 
of one crore per annum against an estimated evasion of Rs. 1 ,400 crores 
per year ( vide para 2 .17, Wanchoo Committee Report) . 


On further analysis it would be seen that in most of the cases , as far 
back as 1964 - 65 , the assessments are remaining uncompleted even till 
today , and where completed, the fate of the assessments on appeal would 
show how far effective these searches would have been , Not many 
searches have been made in the case of " well-known black marketeers" . 
Most of the searches have been conducted in the case of petty dealers and 
possibly the searches have not been effective as could be seen from the 
number of prosecutions launched and convictions obtained . 


33 . Even where concealments have been unearthed , the administration 
with its penal powers has been found to be reluctant to use its might 
against the offenders , if such offenders happened to belong to the higher 
brackets of the tax structure . The Public Accounts Committee in its 
87th Report ( Fifth Lok Sabha ) said : 


" However, it is disappointing to find that out of 75 cases where 

the income concealed was over Rs, 5 lakhs during 1970 -71 , only 
in one case prosecution was launched and two other cases are 
stated to be under consideration ." 


Avoidance is apparently practised more by the tax administration than 
by the tax - dodgers . 


34. The powers available to the Department would appear to have 
been used more in a spirit of individual vendetta or political inspiration 
rather than for the purpose of unearthing concealment. It is not our 
intention that the department should not go heavily with all the powers 
to unearth black money hidden by powerful business interests or by men 
in high places . Our whole point is that the Department is not showing 
the same vigour and enthusiasm in acting against such powerful interests 
as they show in the case of " the butcher , the baker and the candle stick 
maker " , as Justice Vivian Bose once said . In such a situation , to arm 
them with more powers would be to give them a tool for causing harass 
ment with objectives other than those indicated in this . Bill . 

This Bill is indeed a Black Money Bill - a Bill to encourage black 
money ! 


New Delhi; 
March , 19 , 1975 . 
Phalguna 28 , 1896 ( S ) 


ERA SEZHIYAN , 
PG. MAVALANKAR , 
S . M . BANERJEE . 
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Bill No. 34A OF 1973 
THE TAXATION LAWS (AMENDMENT) BILL , 1973 

(AS REPORTED BY THE SELECT COMMITTEE ) 
[Words underlined or side -lined indicate the amendments suggested by 

the Committee ; asterisks indicate omissions.] 


BILL 


further to amend the Income-tax Act, 1961, the Wealth -tax Act, 1957, 

the Gift -tax Act, 1958 and the Companies ( Profits ) Surtax Act , 1964 . 

BE it enacted by Parliament in the Twenty - sixth Year of the Republic 
of India as follows:- - 

CHAPTER I 


PRELIMINARY 
1. (1) This Act may be called the Taxation Laws ( Amendment) Act, 
1975 , 


Short 
title and 
com 
mence 
ment 


(2 ) It shall come into force on such date as the Central Government 
may , by notification in the Official Gazette, appoint and different dates 
may be appointed for different provisions of this Act; and any reference 
to " the commencement of the Taxation Laws (Amendment) Act, 1975 " in , 
any, amendment made by any provision of this Act shall be construed 
as a reference to the coming into force of that provision . 
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CHAPTER II 
AMENDMENTS TO THE INCOME- TAX Act, 1961 


48 of 1901. 


Amend 
ment of 
section 2. 


2. In section 2 of the Income-tax Act, 1961 (hereafter in this Chapter 
referred to as the Income-tax Act) , after clause ( 15 ) , the following 
clause shall be inserted , namely : 

(15A ) " child " , in relation to an individual, includes a step 
. child and an adopted child of that individual; . 


Amand 
pant of 
section 10 . 


3. In section 10 of the Income-tax Act , 

(1) in clause (6) , after sub - clause (vi), the following sub 
clause shall be inserted , namely : 

" (via ) the remuneration received by him as an employee of, 
or a consultant to , an institution or association or a body es 
tablished or formed outside India solely for philanthropic purpo 
ses, for services rendered by him in India in connection with such 
purposes ; provided that such institution or association or body 
and the purposes for which his services are rendered in India 
are approved by the Central Government;" ; 


( 1 ) after clause ( 23B ) , the following clause shall be inserted , 
namely : 


" ( 23C ) any income received by any person on behalf of 


(i) the Prime Minister s National Relief Fund ; or 


(ii) the Prime Minister s Fund (Promotion of Folk Art) ; 


(Ht) the Prime Minister s Aid to Students Fund; or 


(iv ) any other fund or institution established tor charl . 
table purposes which may be notified by the Central Gov . 
ernment in the Official Gazette , having regard to the objects 
of the fund or institution and its importance throughout India 
or throughout any State or States : 


Provided that any notification issued by the Central Gov 
ernment under this sub - clause shall have effect for such asg. 
essment year or years ( including an assessment year or years 
commencing before the date on which such notifcation in 
Issued ) as may be specified in the notification ;" . 


Amond 
ment of 
Beation 11. 


4 . In section 11 of the Income- tax Act, 
(1) in sub -section (1 ) , 

(a ) for clauses (a ) and (b ) , the following clauses shall be 
substituted , namely : 

" (a ) income derived from property held under trust 
wholly for charitable or religious purpoges, to the extent to 
which such income is applied to such purposes in India ; and, 
where any such income is accumulated or set apart for 
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application to such purposes in India , to the extent to which 
the income so accumulated or set apart is not in excess of 
twenty - five per cent. of the income from such property ; 


(b ) income derived from property held under trust in 
part only for such purposes, the trust having been created 
before the commencement of this Act, to the extent to which 
such income is applied to such purposes in India ; and, 
where any such income is finally set apart for application 
to such purposes in India , to the extent to which the income 
so * * * set apart is not in excess of twenty - five per cent. of 
the income from such property ;" ; 


(6 ) for the Explanation , the following Explanation shall be 
substituted , namely : 


" Explanation . For the purposes of clauses ( a ) and 
(b ), 

( 1) in computing the twenty - five per cent . of the 
income which may be accumulated or set apart, any such 
voluntary contributions as are referred to in section 12 
shall be deemed to be part of the Income; 

(2) it , in the previous year, the income applied to 
charitable or religious purposes in India falls short of 
Heventy - five per cent. of the income derived during that 
year from property held under trust, or, as the case may 
be, held under trust in part, by any amount 


(i) for the reason that the whole or any part of 
the income has not been received during that year, 


ог 


(ii) for any other reason , 


then 


(a ) in the case referred to in sub - clause ( i) , 80 
much of the income applied to such purposes in India 
during the previous year in which the income is 
received or during the previous year immediately 
following as does not exceed the said amount; and 

(b ) in the case referred to in sub -clause ( ii) , 
so much of the income applied to such purposes in 
India during the previous year immediately follow 
ing the previous year in which the income was 
derived as does not exceed the said amount, 


may, at the option of the person in receipt of the income 
( such option to be exercised in writing before the expiry 
of the time allowed under sub - section ( 1) or sub - section 
(2 ) of section 139 , whether fixed originally or on ex 
tension for furnishing the return of income ] be deemed 
to be income applied to such purposes during the 
previous year in which the income was derived ; and the 
income so deemed to have been applied shall not be taken 
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into account in calculating the amount of income applied 
to such purposes , in the case referred to in sub - clause 
(i) , during the previous year in which the income is 
received or during the previous year immediately follow 
ing , as the case may be, and , in the case referred to in 
sub - clause ( ii) , during the previous year immediately 
following the previous year in which the income was 
derived ." ; 


shall be 


( ii ) after sub - section ( 1A ) , the following sub -section 
inserted , namely : 


" (1B ) Where any income in respect of which an option is 
exercised under clausę (2) of the Explanation to sub -section (1 ) 
is not applied to charitable or religious purposes in India during 
the period referred to in sub - clause (a ) or , as the case may be, 
sub -clause (6 ) , of the said clause , then , such income shall be 
deemed to be the income of the person in receipt thereof 


(a ) in the case referred to in sub -clause (i) of the said 
clause of the previous year immediately following the pre 
vious year in which the income was received , or 

(b ) in the case referred to in sub - clause (ii) of the said 
clause , of the previous year immediately following the pre 

vious year in which the income was derived ." ; 
(tli) in sub -section (2 ) , for the portion beginning with the words, 
brackets, letters and figure " Where any income referred to in clause 
(a ) or clause (b ) of sub -section (1 ) " and ending with the words " the 
following conditions are complied with , namely : - " , the following 
shall be substituted , namely : - - 

"Where seventy - five per cent, of the income referred to in 
clause ( a ) or clause (b ) of sub -section (1 ) read with the Expla 
nation to that sub - section is not applied , or is not deemed to have 
been applied , to charitable or religious purposes in India dur 
ing the previous year but is accumulated or set apart, either in 
whole or in part, for application to such purposes in India , such 
income so accumulated or set apart shall not be included in the 
total income of the previous year of the person in receipt of the 
income, provided the following conditions are complied with , 
namely : - " ; 

( iv ) after sub -section (3 ) , the following sub - section shall be in 
serted , namely : - - 

" (3A ) Notwithstanding anything contained in sub -section 
( 3 ) , where due to circumstances beyond the control of the person 
in receipt of the income, any income invested or deposited in 
accordance with the provisions of clause (b ) of sub -section (2) 
cannot be applied for the purpose for which it was accumulated 
or set apart , the Income tax Officer may , on an application made 
to him in this behalf, allow such person to apply such income 
for such other charitable or religious purpose in India as is speci 
fled in the application by such person and as is in conformity with 
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the objects of the trust; and thereupon the provisions of sub 
section ( 3) shall apply as if the purpose specified by such person 
in the application under this sub -section were a purpose specified 
in the notice given to the Income- tax Officer under clause ( a ) 

of sub -section (2 ) ." . 
5 . In section 13 of the Income-tax Act , 

(i) in sub -section (1) , 


Amend 
ment of 
Section 
13, 


( a ) after clause (b ) , the following clause shall be inserted , 
namely : 

" (bb ) in the case of a charitable trust or institution for 
the relief of the poor , education or medical relieſ, which 
carries on any business , any income derived from such busi 
ness , uniess the business is carried on in the course of the 
actual carrying out of a primary purpose of the trust or 
institution ;" ; 

(b ) after clause (c ) and the provisos thereto , the following 
clause shall be inserted , namely : 

" (d ) subject to the provisions of clause (bb ) , in the case 
of a trust for charitable or religious purposes or a charitable 
or religious institution , any income thereof assessable for any 
assessment year commencing on or after the 1st day of April , 
1979 , if any funds of the trust or institution are invested or 
deposited or continue to remain invested or deposited for 
any period during any previous year commencing on or 
after the 1st day of April, 1978 , otherwise than in any of the 

forms or modes specified in sub -section (5 ) ." ; 

( ii) in sub -section (3 ) , for clause (b ) , the following clause shall 
be substituted , namely : 

“ (b ) any person who has made a substantial contribution to 
the trust or institution , that is to say , any person whose total 
contribution up to the end of the relevant previous year exceeds 
five thousand rupees;" ; 

(iii) after sub -section ( 4 ) and before Explanation 1, the follow 
ing sub -sections shall be inserted , namely : 

(5 ) The forms and modes of investing or depositing funds re 
ferred to in clause (d ) of sub -section (1 ) shall be 

(a ) in a case where such funds represent the original cor 
pus of the trust or institution or any contributions made to 
the trust or institution with a specific direction that they 
shall form part of the corpus of the trust or institution 

(i) investment in savings certificates as defined in 
clause (c ) of section 2 of the Government Savings Cer 
tificates Act, 1959 and any other securities or certificates 
işsued or to be issued by the Central Government under 
the small savings schemes of that Government; 


46 of 1959, 


( ii ) deposit in any account with 
Savings Bank ; 


the Post Offee 
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5 of 1970 , 


52 of 1963. 


( iii) deposit in any account with any nationalised 
Bank , that is to say , any corresponding new Bank con 
stituted under section 3 of the Banking Companies (AC 
quisition and Transfer of Undertakings ) Act, 1970 ; . 

(iv ) investment in units in the Unit Trust Oi 
India established under the Unit Trust of India Act, 
1963 ; 

( 17 ) investment in any security for money created 
and issued by the Central Government or a State Gov 
ernment; 

(vi) investment in debentures issued by , or on behalf 
of, any company or corporation both the principal whereof 
and the interest whereon are fully and unconditionally 
guaranteed by the Central Government or by a State 
Government; 


(vii ) investment or deposit in any Government 
company as defined in section 617 of the Companies Act, 
1956 ; and 


1 of 1956 , 


(b ) in any other case , the forms or modes referred to 
in sub - clause (i), sub -clause (ii ), sub -clause (iii ) and sub 
clause ( iv ) of clause (a ) . 


(6 ) Nothing contained in clause ( d ) of sub - section ( 1) 
shall apply in relation to 

(i) any funds forming part of the corpus of the trust or 
institution immediately before the 1st day of June, 1973; 

( ii) any monies accumulated or finally set apart and 
invested or deposited in the manner referred to in clause 
(b ) of sub -section (2 ) of section 11 ; 

(iii) the original corpus (being assets other than cash ) 
of any trust or institution created or established on or after 
the 1st day of June, 1973 ; 

(iv ) any contributions (otherwise than in cash ) made 
to any trust or institution on or after the 1st day of June, 
1973 with a specific direction that they shall form part of the 
corpus of the trust or institution . . 


Amend 
ment ot 
section 


23 . 


6 . In section 23 of the Income- tax Act , 
(?) in sub - section (1) , – 

(a ) for the opening paragraph , the following shall be sub 
stituted , namely : -- 

" ( 1) For the purposes of section 22, the annual value 
of any property shall be deemed to be 

(a ) the sum for which the property might reason 
ably be expected to let from year to year; or 

(b ) where the property is let and the annual rent 
received or receivable by the owner in respect thereof 
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clause (a ) , the 


is in excess of the sum referred to in 
amount so received or receivable : " ; 


(b ) the following Explanation shall be inserted at the end, 
namely : 


Explanation . -- For the purposes of this sub -section , 
" annual rent" means -- 

(a ) in a case where the property is let throughout 
the previous year , the actual rent received or receivable 
by the owner in respect of such year ; and 


(b ) in any other case , the amount which bears the 
same proportion to the amount of the actual rent re 
ceived or receivable by the owner for the period for 
which the property is let, as the period of twelve months 
bears to such period . ; 


( ii ) for sub -section (2 ) , the following sub -sections shall be gub 
stituted , namely : 


" (2 ) Where the property consists of , 


(i) a house in the occupation of the owner for the pur 
poses of his own residence, the annual value of such house 
shall first be determined in the same manner as if the pro 
perty had been let and further be reduced by one-half of 
the amount so determined or one thousand and eight hun 
dred rupees, whichever is less ; 


( ii ) more than one house in the occupation of the owner 
for the purposes of his own residence , the provisions of 
clause (ë) shall apply only in respect of one of such houses, 
which the assessee may , at his option , specify in this behalf : 


Provided that for the purposes of clauses (i) and ( ii ) , where 
the sum so arrived at exceeds ten per cent of the total income 
of the owner (the total income for this purpose being computed 
without including therein any income from such property and 
before making any deduction under Chapter VIA ) , the excess 
shall be disregarded . 


Explanation .- Where any such residential unit as is rę . 
ferred to in the second proviso to sub -section ( 1 ) is in the 
occupation of the owner for the purposes of his own residence , 
nothing contained in that proviso shall apply in computing the 
annual value of that residential unit. 


(2 ) For the removal of doubt, it is hereby declared that , 
where the property consists of more than one house and such 
houses are in the occupation of the owner for the purposes of 
his own residence , the annual value of the houses, other than 
that the annual value of which is required to be determined 
under clause (li) of sub -section (2 ) , shall be determined under 
sub - section ( 1 ) as if such houses had been let." . 
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Ainerd 
ment of 
section 


28 . 


7. În section 26 of the Income-tax Act, the following Explanation 
shall be inserted at the end , namely : 

" Explanation - - For the purposes of this section , in applying 
the provisions of sub -section (2 ) of section 23 for computing the 
share of each such person as is referred to in this section , such 
share shall be computed , as if each such person is individually en 
titled to the relief provided in that sub -section ." . 

8 . In sub -section (1) of section 32 of the Income-tax Act, for clause 
12 ), the following clause shall be substituted , namely : 


Amend 
ment of 
scction 
32. 


" (i) in the case of ships other than ships ordinarily plying on 
inland waters, such percentage on the actual cost thereof to the 
assessee as may , in any case or class of cases or in respect of any 
period or periods, be prescribed : 

Provided that different percentages may be prescribed for 
different periods having regard to the date of acquisition of the 
ship ;” . 
9 . În sub -section (1 ) of section 35C of the Income-tax Act, 

(i) in clause ( a ) , after the words "Where any company ” , the 
words " or a co -operative society " shall be inserted ; 

(ii) for the words " the company" , wherever they occur, the 
words " the company or co -operative society " shall be substituted . 


Amend 
ment of 
section 
35C . 


Amend 
ment of 
seation 
37 . 


Insertion 
of new 
section 
44B . 
Mainte 
nance of 
accounts 
by certain 
persons 
carrying 
on profes 
sion or 
business , 


10. In sub -section (1 ) of section ( 37 of the Income- tax Act, after the 
words and figures " sections 30 to 36 " , the words, figures and letters " and 
section 80VV " shall be inserted . 

11. In Chapter IV of the Income-tax Act, under the heading " D . 
Pronts and gains of business or profession " , after section 44A , the fol 
lowing section shall be inserted , namely : 

" 44B . (1 ) Every person carrying on legal, inedical, engineer 
ing or architectural profession or the profession of accountancy or 
technical consultancy or interior decoration or any other profes. 
sion as is notified by the Board in the Official Gazette shall keep 
and maintain such books of account and other documents as may 
enable the Income- tax Officer to compute his total income in ac 
cordance with the provisions of this Act . 

(2 ) Every person carrying on business or profession [not being 
a profession referred to in sub - section ( 1 ) ) shall, 

(i ) if his income from business or profession exceeds 
twenty - five thousand rupees or his total sales, turnover or gross 
receipts, as the case may be, in business or profession exceed or 
exceeds two hundred and fifty thousand rupees in any one of 
the three years immediately preceding the previous year ; or 

( ii ) where the business or profession is newly set up in any 
previous year, if his income from business of profession is 
likely to exceed twenty - five thousand rupees or his total sales, 
turnover or gross receipts, as the case may be, in business or 
profession are or is likely to exceed two hundred and fifty 
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- - - - - - 


- - - 


- 


- 


- - - 


- 


- 


thousand rupees, during such previous year , 
keep and maintain such books of account and other documents as 
may enable the Income-tax Officer to compute his total income in 
accordance with the provisions of this Act. 

(3 ) The Board may, having regard to the nature of the busi 
ness or profession carried on by any class of persons, prescribe, by 
rules , the books of account and other documents ( including inven 
tories, wherever necessary ) to be kept and maintained under sub 
section (1) or sub -section (2 ) , the particulars to be contained 
therein and the form and the manner in which and the place at 
which they shall be kept and maintained , 

(4) Without prejudice to the provisions of sub -section (3 ), the 
Board may prescribe , by rules, the period for which the books of 
account and other documents to be kept and maintained under sub 
section (1 ) or sub -section (2 ) shall be retained .” . 


12. In sub -section ( 1) of section 49 of the Income- tax Act, 


Amend 
ment of 
section 


44 


Amend 
ment of 
section 
64. 


(a ) after clause ( iii), the following cause shall be inserted , 
namely : — 

" ( iv ) such assessee being a Hindu undivided family , by 
the mode referred to in sub -section (2 ) of section 64 at any 
time after the 31st day of December, 1969 ," ; 

(b ) in the Explanation , for the words, brackets and figures 
" clause ( ii) or clause ( iii ) " , the words, brackets and figures " clause 

(ii ) or clause (iii ) or clause (iv ) " shall be substituted , 
13 . In section 64 of the Income-tax Act, -- 

( a ) for sub -section (1 ) , the following sub -section shall be sub 
stituted , namely : 

" ( 1) In computing the total income of any individual, there 
shall be included all such income as arises directly or indirectly 

(i) to the spouse of such individual from the member 
ship of the spouse in a firm carrying on a business in which 
such individual is a partner ; 

( ii) to the spouse of such individual by way of salary , 
commission , fees or any other form of remuneration whether 
in cash or in kind from a concern in which such individual 
has a substantial interest : 

Provided that nothing in this clause shall apply in re 
lation to any income arising to the spouse where the spouse 
possesses technical or professional qualifications and the in 
come is solely attributable to the application of his or her 
technical or professional knowledge and experience ; 

(iii ) to a minor child of such individual from the ad 
mission of the minor to the benefits of partnership in a firm ; 

( iv ) subject to the provisions of clause (i) of section 27 , 
in a case not falling under clause (t) of this sub -section , 
to the spouse of such individual from assets transferred 
directly or indirectly to the spouse by such individual other 
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wise than for adequate consideration or in connection with 
an agreement to live apart ; 

(v ) subject to the provisions of clause (1) of section 27, 
in a case not falling under sub -clause ( iii) of this sub -sec 
tion , to a minor child (not being a married daughter ) of 
such individual, from assets transferred directly or indir 
ectly to the minor child by such individual otherwise than 
for adequate consideration ; 

( vi) to the son s wife , or son s minor child , of such in 
dividual, from assets transferred directly or indirectly on 
or after the 1st day of June, 1973 to the son s wife or son s 
minor child by such individual otherwise than for adequate 
consideration ; and 

(vii ) to any person or association of persons from assets 
transferred directly or indirectly otherwise than for adequate 
consideration to the person or association of persons by such 
individual, to the extent to which the income from such 
assets is for the immediate or deferred benefit of his or her 
spouse or minor child ( not being a married daughter ) or 
both . 

Explanation 1.. For the purposes of clause (1), the individual, 
in computing whose total income the income referred to in that 
clause is to be included , shall be the husband or wife whose total 
income ( excluding the income referred to in that clause ) is 
greater ; and , for the purposes of clause (iii) , the income of the 
minor child from the partnership shall be included in the in 
come of that parent whose total income ( excluding the income 
referred to in that clause ) is greater ; and where any such income 
is once included in the total income of either spouse or parent , 
any such income arising in any succeeding year shall not be in 
cluded in the total income of the other spouse or parent unless 
the Income-tax Officer is satisfied , after giving that spouse or 
parent an opportunity of being heard , that it is necessary so to do . 


Explanation 2. — For the purposes of clause ( ii ) , an inaividual 
shall be deemed to have a substantial interest in a concern --- 

(i) in a case where the concern is a company , if its 
shares (not being shares entitled to a fixed rate of dividend 
whether with or without a further right to participate 
in profits ) carrying not less than twenty per cent of the 
voting power are, at any time during the previous year , owned 
beneficially by such person or partly by such person and 
partly by one or more of his relatives, 

(ii ) in any other case, if such person is entitled , or such 
person and one or more of his relatives are entitled in the 
aggregate, at any time during the previous year , to not less 
than twenty per cent. of the profits of such concern . 

Explanation 3. – For the purposes of clauses (iv ) and ( v ), 
where the assets transferred directly or indirectly by an indi 
vidual to his spouse or minor child are invested by the spouse or 
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minor child in any business, that part of the income arising 
out of the business to the spouse or minor child in any previous 
year , which bears the same proportion to the income of the 
spouse or minor child from the business as the value of the assets 
aforesaid as on the first day of the previous year bears to the total 
investment in the business by the spouse or the minor child as on 
the said day , shall be included in the total income of the indivi 
dual in that previous year ." 


(b ) in sub -section (2 ), 

(i) in clause ( 6 ) , the words “ , in so far as it is attributable to 
the interest of the individual in the property of the family," 
shall be omitted ; 

(ii) for clause (c ) , the following clause shall be substituted , 
namely : - - 

" ( c ) where the converted property has been the subject 
matter of a partition (whether partial or total) amongst the 
members of the family , * * * the income derived from such 
converted property as is received by the spouse or minor 
child on partition shall be deemed to arise to the spouse or 
minor child from assets transferred indirectly by the 
individual to the spouse or minor child and the provisions of 
sub -section ( 1) shall , so far as may be, apply accordingly :" ; 

( iii ) in the proviso , for the words " minor son " , the words 
"minor child " shall be substituted ; 
(iv ) in the Explanation , 

( A ) the brackets and figure " ( 1 ) ” shall be omitted ; 

(B ) clause (2 ) shall be omitted . 
14. In Chapter VI of the Income-tax Act, under the heading " Aggre. 

Inser 
gation of income" , after section 69B , the following sections shall be tion of 

new sec 
inserted , namely : 

tions 890 

and 69D 
" 69C . Where in any financial year an assessee has incurred any Unex 
expenditure and he offers no explanation about the source of such plained 
expenditure or part thereof, or the explanation , if any, offered by him . 

ture , etc , 
is not, in the opinion of the Income-tax Officer, satisfactory , the 
amount covered by such expenditure or part thereof, as the case may 
be,may be deemed to be the income of the assessee for such financial 
year, 

69D . Where any amount is borrowed on a hundi from , or any Amount 
amount due thereon is repaid to , any person otherwise than through borrowed 

or repaid 
an account payee cheque drawn on a bank , the amount so borrowed 

on hundi. 
or repaid shall be deemed to be the income of the person borrowing 
or repaying the amount aforesald for the previous year in which the 
amount was borrowed or repaid , as the case may be: 

Provided that, if in any case any amount borrowed on a hundi 
has been deemed under the provisions of this section to be the 
income of any person , such person shall not be liable to be assessed 
again in respect of such amount under the provisions of this section 
on repayment of such amount. 
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Amend 
ment of 
section 
73 . 


Explanation . - For the purposes of this section , the amount re 
paid shall include the amount of interest paid on the amount bor 
rowed ." . 

15 . In section 73 of the Income-tax Act, the following Explanation 
shall be inserted at the end , namely : 

" Explanation . Where any part of the business of a company 
[ other than an investment company, as defined in clause (ii) of sec 
tion 109 , or a company the principal business of which is the business 
of banking or the granting of loans and advances ] consists in the 
purchase and sale of shares of other companies, such company shall , 
for the purposes of this section , be deemed to be carrying on a specu 
lation business to the extent to which the business consists of the 
purchase and sale of such shares." . 
16 . In section 80A of the Income-tax Act, 

(i) in sub - section ( 1) , for the figures and letter " 80U ” , the figures 
and letters " 80VV” shall be substituted ; 

( ii ) in sub -section ( 3) , the words, figures and letter " or section 
80H ” shall be omitted , 

17 . In section 80B of the Income- tax Act, clauses (1 ) and (9 ) shall be 
omitted . 


Amend 
ment of 
section 
80A , 


Amend . 
ment of 
section 


80B . 


Amend . 
ment of 
section 
80G . 


18 . In section 80G of the Income-tax Act, 

(i) for sub - section ( 1 ) , the following sub - section shall be substi 
tuted , namely : - 

" ( 1) In computing the total income of an assessee , there shall 
be deducted , in accordance with and subject to the provisions of 
this section , an amount equal to fifty per cent. of the aggregate of 
the sums specified in sub - section (2 ) ." ; 

(ii) in clause (i) of sub - section (5 ) , after the words , brackets and 
figures " or clause (23) ” , the words , brackets, figures and letter " or 
clause (23C ) ” shall be inserted . 

19. In Chapter VIA of the Income-tax Act, under the heading “ B . 
Deductions in respect of certain payments " , after section 80G , the 
following section shall be inserted , namely : --- 


Inser 
tion of 
new 
Section 
80GG . 


Deduc 
tion in 
respect 
of rents 
paid . 


80GG . In computing the total income of an assessee, not being 
an assessee having any income falling within clause ( 13A ) of section 
10, there shall be deducted any expenditure incurred by him in excess 
of ten per cent . of his total income towards payment of rent (by what 
ever name called ) in respect of any furnished or unfurnished 
accommodation occupied by him for the purposes of his own resi 
dence , to the extent to which such excess expenditure does not ex 
ceed three hundred rupees per month or Afteen per cent, of his total 
income for the year, whichever is less, and subject to such other 
conditions or limitations as may be prescribed , having regard to the 
area or place in which such accommodation is situated and other 
relevant considerations: 

Provided that nothing in this section shall apply to an assessee 
in any case where any residential accommodation is owned by him or 
by his spouse or minor child , or, where such assessee is a member of 
a Hindu undivided family , by such family . 


BOJ. 
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— - - - 
Explanation .- - In this section , the expressions " ten per cent. of 
his total income" and " fifteen per cent of his total income" shall 
mean ten per cent. or fifteen per cent., as the case may be , of the 
assessee s total income before allowing deduction for any expendi 
bure under this section . . 
20 . Section 80H of the Income-tax Act shall be omitted . 

Omission 
of section 

80H 
21. In section 8OHH of the Income- tax Act , sub -section ( 8 ) shall be Amend 
omitted . 

ment of 
section 

BOHH . 
22 . In section 80J of the Income tax Act,-- . 

Amend 
(i) in sub - section ( 1) , for the brackets, words, figures and letters 

ment of 

section 
" ( reduced by the aggregate of the deductions, if any , admissible to 
the assessee under section 80H and section 80HH ) " , the brackets, 
words, figures and letters " ( reduced by the deduction , if any , admis 
sible to the assessee under section 80HH ) ” shall be substituted ; 

(ii) in sub -scction (3 ), the word , figures and letter " section 80H ," , 
shall be omitted . 

23 . In sub - section ( 1) of section 80L of the Income-tax Act, after Amenda 
clause (vii ) , the following clause shall be inserted , namely : 

ment of 

section 
“ ( viia ) interest on deposits with any authority constituted in 80L 
India by or under any law enacted either for the purpose of 
dealing with and satisfying the need for housing accommodation 
or for the purpose of planning , development or improvement of 
cities, towns and villages, or for both ;" . 
24 . In sub - section (3 ) of section 80P of the Income-tax Act, 

Amend 

ment of 
• (i) the words, figures and letter " section 80H or” shall be 

section 
omitted ; 

80P . 
( ii) for the words, figures and letters " deductions under section 
80H , section 80HH and section 80J ” , the words, figures and letters 
" deductions under section 80HH and section 80J” shall be substituted . 
25 . In sub - section (2 ) of section 80QQ of the Income-tax Act,-- 

Amend 
(i) the words , figures and letter " section 80H or ” shall 

ment of 
die 

section 
omitted ; 

80QQ . 
(ii) the word , figures and letter " section 80H ," shall be omitteri. 
26 . In Chapter VIA of the Income- tax Act, under the heading " D . - - Inser 

tion of 
Other deductions" , after section 80U , the following sections shall be 
inserted , namely : 

sections 
80V and 

80VV . 
“ 80V . În computing the total income of an assessee, there shall Deductions 
be allowed by way of deduction any interest paid by nim in the of interest 

on 
previous year on any noney borrowed for the payment of any tax 

moneyg 
due from him under this Act. 

borrowed 
to pay 
taxes 


new 
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- - 


Deduc 
tion in 
respect of 
expenses 
incurred 
In con 
nection 
with 
certain 
proceed 
ings 
under 
the Act. 
Amend . 
ment of 
section 
104 . 


80VV . In computing the total income of an assessee, there shall 
be allowed by way of deduction any expenditure incurred by him 
in the previous year in respect of any proceedings before any 
income-tax authority or the Appellate Tribunal or any court relat 
ing to the determination of any liability under this Act, by way of 
tax , penalty or interest : 

Provided that no deduction under this section shall, in any case , 
exceed in the aggregate five thousand rupeas." . 


Amend 
nent of 
section 
109 . 


27. In section 104 of the Income tax Act , for sub -section (4 ), the 
following sub -section shall be substituted, namely : — 

“ ( 4 ) Without prejudice to the provisions of section 108 , nothing 
contained in this section shall apply to a company which is neither 
an Indian company nor a company which has made the prescribed 
arrangements for the declaration and payment of dividends within 
India ." . 
28. In section 109 of the Income tax Act,-- - 

(a ) after clause (i), the following clause shall be inserted , 
namely : - 

( ia ) " industrial company " means an Indian company whose 
business consists wholly in the construction of ships or in the 
manufacture or processing of goods or in mining or in the gene 
ration or distribution of electricity or any other form of, power ; ; 
(b ) in clause ( iii) , 

(i) for sub -clause (1 ) , the following sub -clauses shall be 
substituted , namely : - - 

" ( 1) in the case of an industrial company . 45 % ; 

(2 ) in the case of an investment company 
other than an investment company which falls 
under sub - clause (3 ) of this clause 

( ii ) in sub - clause ( 3) , for the portion beginning 
with the words " in the -case of an Indian company” 
and ending with the words " attributable to such 
business 

N11 ;" , 
the following shall be substituted , namely : 

" in the case of an Indian company, not being an industrial 
company, a part of whose gross total income consists of 
profits and gains attributable to the business of construction 
of ships or of manufacture or processing of goods or of min 
ing or of generation or distribution of electricity or any 
other form of power 

(a ) in relation to the said part of its gross 
total income 

.. 45 % ;"; 
(iii) for the E.cplanation below sub -clause (3), the following | 
Explanation shall be substituted ,namely : -- 

" Explanation . The provisions of this Chapter shall apply 
as if the aforesaid two parts of the gross total income of the 


. , 90 % :" , 


il 
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company were respectively the gross total income of the com 
pany in relation to each such part and as if the amount of 
dividends actually distributed and the distributable income 
were also similarly apportioned for the purposes of section 104 
and this section ;" . 


met 


" 29. In sub -section (2 ) of section 124 of the Income-tax Act, for the Amend 
portion beginning with the words " and shall perform such functions " 

section 
and ending with the words " work to be performed ." , the following shall 124 
be substituted , namely :--- 

" and shall perform their functions in relation to the said area, or 
persons or classes of persons, or incomes or classes of income, or cases 
or classes of cases, in accordance with such general or special orders 
in writing as the Commissioner or the Inspecting Assistant Commis 
sioner authorised by the Commissioner in this behalf , may make for 
the purpose of facilitating the performance of such functions," . 
20. In sub -section (1) of section 125 of the Income-tax Act, in the pro - Amend 

ment of 

section 
(i) after the figures and letter " 132A ,", the figures and letter 125 . 
" 132B ," shall be inserted ; 

( ti ) for the words, figures and brackets " and 271 to 274 (both 
inclusive ) " , the figures , words and brackets " , 271 to 273 (both in 
clusive ) and 274 " shall be substituted . 

31 . After section 125 of the Income-tax Act, the following section shail Inger 
be inserted , namely : 

tion of 
new sec 


viso, 


tion 


tux 


125A , 
" 125A . (1 ) The Commissioner may , by general or special order Concur 
in writing , direct that all or any of the powers or functions conferred rent juris 
on , or assigned to , the Income tax Officer or Income tax Officers by diction 
or under this Act in respect of any area , or persons or classcs of 

of Inspect 

Ing Assis 
Persons , or incomes or classes of income, or cases or classes of cases, tant 
shall be exercised or porformed concurrently by the Inspecting As- Commis 
sistant Commissioner. 

sioner 

and 
( 2 ) Where under sub -section (1 ) , an Inspecting Assistant Co 

Income 
missioner exercises concurrent parisdiction with on , or more In - Oficer. 
como-tax Officers in respect of any area , or persons or classes of 
persons, or incomes or classes of income, or cases or classes of cases , 
the Income- tax Officor or Income-tax Officers shall exercise the 
powers and perform the functions under this Act in relation thereto 
as the Inspecting Assistant Commissioner may direct. 

(3 ) Without prejudice to the generality of the provisions con 
tained in sub -section ( 3 ) of section 119 , every Income-tax Officer sbal} 
also observe and follow such instructions as may be issuod to him 
for his guidance by the Inspecting Assistant Commissioner within 
whose jurisdiction he performs his functions in relation to any parti. 
cular proceeding or the initiation of any proceeding under this Act. 

Provided that no instructions, which are prejudicial to the as 
sessee , shall be issue before an opportunity is given to the assesses 
to be heard , 
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Explanation . For the purposes of this sub -section , no instruc 
tion as to the lines on which an investigation connected with the 
assessment should be made shall be deemed to be an instruction pret 
judicial to the assessee . 

(4 ) Where an order is made under sub - section (1 ) and the Ins 
pecting Assistant Commissioner exercises the powers or performs the 
functions of an Income-tax Officer in relation to any area , or persons 
or classos of persons, or incomes or classes of income, or cases, pr 
classes of cases referonces in this Act or in any rule made thereunder 
to the Income-tax Officer and the Appellate Assistant Commissioner 
shall be consrtued as references to the Inspecting Assistant Com 
missioner and the Commissioner respectively and , accordingly , 


(14 


I 


( i) any provision of this Act requiring approval or sanction 
of the Inspecting Assistant Commissioner shall not apply ; 

(ii ) any appeal which would otherwise have lain to the 
Appellate Assistant Commissioner shall lie to the Commissioner ; 


Amendo 
ment of 
gection 


(iii ) any appeal which would have lain from an order of the 
Appellate Assistant Commissioner to the Appellate Tribunal shall 

lie from the order of the Commissioner." . 
32. In section 127 of the Income-tax Act, for sub - section ( 1) , the fol 
lowing sub -section shall be substituted , namely : 

“ (1 ) The Commissioner may , after giving the assessee a reason 
able opportunity of being heard in the matter , wherever it is pos 
sible to do so , and after recording his reasons for doing so , transfer 
any case from one or more of the following officers subordinate to 
him , namely : 

( a ) any Income-tax Officer or Income-tax Officers ; 

(1 ) any Income-tax Officer or Income-tax Officers having 
concurrent jurisdiction with the Inspecting Assistant Commis 

sioner , 
to any other Income- tax Officer or Income- tax Officers (whether with 
or without concurrent juriscliction with the Inspecting Assistant Com 
missioner ) also subordinate to him and the Board may similarly 
transfer any case from , 

(i) any Income- tax Officer or Income tax Officers , or 

(ii ) any Income-tax Officer or Income-tax Officers having 
concurrent jurisdiction with the Inspecting Assistant Commis 

sioner , 
to any other Income-tax Officer or Income-tax Officers (whether with 
or without concurrent jurisdiction with the Inspecting Assistant 
Commissioner ) : 

Provided that nothing in this sub -section shall be deemed to 
require any such opportunity to be given where the transfer is from 
any Income- lax Officer or Income-tax Officers (whether with or 
-without concurrent jurisdiction viith the Inspe ting Assistant Com 
missioner ) to any other Income-tax Officer or Income-tax Officers 
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(whether with or without concurrent jurisdiction with the Inspect 
ing Assistant Commissioner ) and the offices of all such officers are 
situated in the same city , locality or place : 
Provided further that . 

(a ) where any case has been transferred from any Income 
tax Officer or Income- tax Officers to two or more Income-tax 
Officers, the Income-tax Officers to whom the case is so trans 
ferred shall have concurrent jurisdiction over such case and shall 
perform their functions in accordance with such general or spe 
cial orders in writing as the Board or the Commissioner or the 
Inspecting Assistant Commissioner authorised by the Commis 
sioner in this behall, may make for the purpose of facilitating 
the performance of such functions; 

(6 ) where any case has been transferred from any Income 
tax Officer or Income- tax Officers (whether with or without con 
current jurisdiction with the Inspecting Assistant Commissioner ) , 
to two or more Income tax Officers with concurrent jurisdiction 
with the Inspecting Assistant Commissioner , the officers (includ 
ing the Inspecting Assistant Commissioner) to whom the case is 
so transferred shall have concurrent jurisdiction over such case 
and shall perform their functions in accordance with such gene 
ral or special orders in writing as the Board or the Commissioner 
may make for the purpose of facilitating the performance of such 
functions , and the Income-tax Officers shall perform their func 
tions also in accordance with such orders or directions as the 
Înspecting Assistant Commissioner may make under sub - section 
(2 ) of section 124 or, as the case may be , under sub -section (2 ) 

of section 125A ." . 
33 . In section 130A of the Income-tax Act , after clause (b ), the Amend 
following clause shall be inserted , namely : 

ment of 

section 
" (c ) in a case , where two or more Income-tax Officers have con - 180A . 
current jurisdiction over such assessee in relation to any function , 
he the Income-tax Officers empowered to perform such function by 
the Board or, as the case may be, the Income-tax Officers to whom 
such function has been assigned hv an order of the Commissioner 
or by an order or a direction of the Inspecting Assistant Commis 
sioner under sub -section ( 2) of section 124 or, as the case may be , 
under sub -section (2 ) of section 125A ." . 
34 . In section 131 of the Income-tax Act, 

Amend . 
(i) after sub -section ( 1 ) , the following sub- section shall be in 

ment of 

section 
serted , namely : 

131. 
" ( 1A ) If the Assistant Director of Inspection has reason to 
suspect that any income has been concealed , or is likely to be 
concealed , by any person or class of persons, within his juris 
diction , then , for the purpose of making any enquiry or investi 
gation relating thereto, it shall be competent for him to exercise 
the powers conferred under sub -section (1) on the Income-tax 
authorities referred to in that sub -sertion , notwithstanding that 
no proceedings with respect to such person or class of persons 
are pending before him or any other Income- tax authority ." ; 
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Amend . 
ment of 
section 
132 , 


(ii) in sub - section (3 ), 

(a ) in the opening paragraph , after the word , bräckets and 
figure " sub -section ( 1) " , the words, brackets, figure and letter 
" or sub -section (1A ) ” shall be inserted ; 

(b ) in the proviso , for the words " an Income-tax Oncer" , 
the words " an Income- tax Officer or an Assistant Director of 

Inspection " shall be substituted . 
35 . In section 132 of the Income-tax Act, 
(a ) in sub - section ( 1 ) , 

(i) in the opening paragraph , for the words " Where the 
Director of Inspection or the Commissioner," , the following shall 
be substituted , namely : -- 

" Where the Director of Inspection or the Commissioner 
or any such Deputy Director of Inspection or Inspecting 
Assistant Commissioner as may be empowered in this behalf 
by the Board,"; 

( ii ) in clause (c ) , for the words " which has not been disclos 
ed " , the words " which has not been , or would not be, disclosed " 
shall be substituted ; 

( iii) for the portion beginning with the words " he may 
authorise " and ending with the brackets and words “ (herein 
after referred to as the authorised officer ) to - " , the following 
shall be substituted , namely :-- 

" then , 

( A ) the Director of Inspection or the Comhissloner, 
as the case may be, may authorise any Deputy Director 
of Inspection , Inspecting Assistant Commission , Assist 
ant Director of Inspection or Income-tax Officer , or 

(B ) such Deputy Director of Inspection or Inspect 
ing Assistant Commissioner, as the case may be, may 
authorise any Assistant Director of Inspection or In 

come-tax Officer , 
( the officer so authorised in all cases being hereinafter re 
ferred to as the authorised officer ) to — " ; 

(tv ) in clause (i), for the words " building or place " , the 
words " building, place , vessel , vehicle or aircraft" shall be sub 
stituted ; 

(v ) after clause ( ii ), the following clause shall be inserted , 
namely : - - 

" (iia ) search any person who has got but of, or 13 about 
to get into , or is in , the building, place, vessel, vehicle or 
aircraft, if the authorised officer has reason to suspect that 
such person has secreted about his person any such books 
of account, other documents, money , bullion , jewellery or 
other valuable article or thing;" ; 

(vi) the following proviso shall be inserted at the end , 
namely : 

" Provided that where any building , place , vessel, vehi. 
cle or aircraft referred to in clause (i) is within the area of 
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+ 


jurisdiction of any Commissioner, but such Commissioner 
has no jurisdiction over the person referred to in clause ( a ) 
or clause (b ) or clause ( c ) , then , notwithstanding anything 
contained in section 121, it shall be competent for him to 
exercise the powers under this sub -section in all cases where 
he has reason to believe that any delay in getting the autho 
risation from the Commissioner having jurisdiction over 
guch person may be prejudicial to the interests of the re 

venue." ; 
(b ) after sub -section (1 ) , the following sub -section shall be in 
serted , namely : - 

( 1A ) Where any Commissioner , in consequence of informa 
tion in his possession , has reason to suspect that any books of 
account, other documents , money , bullion , jewellery or other 
valuable article or thing in respect of which an officer has been 
authorised by the Director of Inspection or any other Commis 
sioner or any such Deputy Director of Inspection or Inspecting 
Assistant Commissioner as may be empowered in this behalt by 
the Board to take action under clauses (i) to (v ) of sub -section 
(1), are or is kept in any building, place , vessel, vehicle or air 
craft not mentioned in the authorisation under sub -section (1 ) , 
such Commissioner may , notwithstanding anything contained in 
section 121, authorise the said officer to take action under any 
of the clauses aforesaid in respect of such building , place, ves 
sel, vehicle or aircraft." ; 


(c ) in sub -section (2 ) , after the word , brackets and figure 
" sub -section ( 1) " , the words , brackets, figure and letter " or gub 
section (1A ) " shall be inserted ; 


(d ) after sub- section ( 4 ) , the following sub - section shall be in 
serted , namely :- - 

" ( 4A ) Where any books of account, other documents, 
money, bullion , jewellery or other valuable article or thing are 
or is found in the possession or control of any person in the 
course of a search , it may be presumed 


(i) that such books of account, other documents , money , 
bullion , jewellery or other valuable article or thing belong 
or belongs to such person ; 


( ti ) that the contents of such books of account and other 
documents are true; and 

( iii) that the signature and every other part of such 
books of account and other documents which purport to be 
in the handwriting of any particular person or which may 
reasonably be assumed to have been signed by, or to be in 
the handwriting of, any particular person , are in that per 
son s handwriting, and in the case of a document stamped , 
executed or attested , that it was duly stamped and executed 
or attested by the person by whom it purports to have been 
An executed or attested ." ; 
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(e) in sub -section (5) , 

(2) for the opening paragraph , the following shall be sub 
stituted , namely : --- 

" Where any money , bullion , jewellery or other valuable 
article or thing (hereaſter in this section and in sections 
132A and 132B referred to as the assets ) is seized under 
sub - section (1 ) or sub -section ( 1A ) , * * * the Income 
tax Officer , after affording a reasonable oppor 
tunity to the person concerned of being heard and making 
such enquiry as may be prescribed , shall, within ninety days 
of the seizure , make an order , with the previous approval 
of the Inspecting Assistant Commissioner , - -" , 


(ii ) after clause (2x) , the following clause shall be inserted , 
namely : 


11 of 1922 , 


“ (via ) determining the amount of interest payable and 
the amount of penalty imposable in accordance with the 
provisions of the Indian Income- tax Act, 1922 or this Act, as 
if the order * * ** had been the order of regular assessment;" ; 

(iii ) for the words, brackets and figures " clauses (ii) and 
( iii)" , at both the places where they occur, the words, brackets, 
figures and letter " clauses (il) , ( via ) and (iii ) " shall be sub 
stituted ; 


( iv ) in the first proviso , after the words " the financial year 
in which the assets were seized " , the words " and may also 
determine the interest or penalty , if any, payable or imposable 
accordingly " shall be inserted ; 


(f) in sub -section (6 ) , for the word , figures and letter " section 
132A " , the word , figures and letter " section 132B ” shall be sub 
stituted ; 


( g ) in sub -section (8 ) , after the word , brackets and figure " sub 
section (1) " , the words , brackets, figure and letter " or sub - section 
(1A ) ” shall be inserted ; 


( h ) in sub -section (9 ) , after the word , brackets and figure 
" sub - section (1 ) " , the words, brackets, figure and letter " or sub 
section (1A ) ” shall be inserted ; 


(i) after sub -section (9 ) , the following sub -section shall be in 
serted , namely : 

“ ( 9A ) Where the authorised officer has no jurisdiction over 
the person referred to in clause (a ) or clause (b ) or clause (c ) 
of sub - section ( 1 ) , the books of account or other documents or 
assets seized under that sub -section shall be handed over by the 
authorised officer to the Income-tax Officer having jurisdiction 
over such person within a period of fifteen days of such seizure 
and thereupon the powers exercisable by the authorised officer 
under sub - section ( 8 ) or sub - section ( 9 ) shall be exercisable by 
such Income- tax Officer ." ; 
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2 of 1974. 


( ) in sub - section (10 ) , after the word , brackets and figure 
" sub -section ( 1) " , the words, brackets, figure and letter " or sub 
section (1A ) ” shall be inserted ; 

(k ) for sub -section (13 ), the following sub -section shall be 
substituted , namely : 

" (13) The provisions of the Code of Criminal Proceduro. 
1973 , relating to searches and seizure shall apply , so far as may 
be, to searches and seizure under sub -section ( 1) or sub 
section ( 1A ) ," ; 

(!) in sub -section (14 ), in clause (i) , for the words " such build 
ing or place " , the words " any bdilding, place , vessel, vehicle or air 
craft" shall be substituted . 

36 . Section 132A of the Income-tax Act shall be re -numbered as 
section 132B thereof, and 

(i) before that section as so re-numbered , the following section 
shall be inserted, namely : --- 


Amend . 
ment of 
section 
132A , 


132A . ( 1 ) Where the Director of Inspection or the Com - 
missioner , in consequence of information in his possession , has 
reason to believe that , 


Power to 
requisi 
tion 
books or 
account, 


etc . 


11 of 1922 . 


(a ) any person to whom a summons under sub -section 
( 1 ) of section 37 of thc Indian Income-tax Act, 1922 or 
under sub - section ( 1 ) of section 131 of this Act, or a notice 
under sub -section (4 ) of section 22 of the Indian Income 
tax Act, 1922 or under sub -section ( 1 ) of section 142 of this 
Act was issued to produce , or cause to be produced , any 
books of account or other documents has omitted or failed 
to produce , or cause to be produced , siich books of account 
mr other documents, as required by such summons or notice 
and the said books of account or other documents have been 
taken into custody by any officer or authority under any 
other law for the time being in force, or 


11 of 1922 . 


(b ) any books of account or other documents will be 
useful for, or relevant to , any proceeding under the Indian 
Income- tax Act, 1922 or under this Act and any person to 
whom a summons or notice as aforesaid has been or might 
be issued wil] not, or would not, produce or cause to be 
produced , such books of account or other documents on the 
return of such books of account or other documents by any 
officer or authority by whom or which such books of 
account or other documents have been taken into custody 
under any other law for the time being in force , or 


11 of 1922, 


(c ) any assets represent either wholly or partly income 
or property which has not been , or would not have been , 
disclosed for the purposes of the Indian Income-tax Act , 
1922 or this Act by any person from whose possession or 
control such assets have been taken into custody y anv 
officer or authority under any other law for the time being 
in force , 
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then , the Director of Inspection or the Commissioner may 
authorise any Deputy Director of Inspection , Inspecting Assis 
tant Commissioner, Assistant Director of Inspection or Income 
tax Officer [hereafter in this section and in sub -section (2 ) of 
section 278D referred to as the requisitioning officer ] to require 
the officer or authority referred to in clause ( a ) or clause (6 ) 
or clause (c ) , as the case may be, to deliver such books of ac 
count, other documents or assets to the requisitioning officer . 

(2 ) On a requisition being made under sub -section (1 ) , the 
officer or authority referred to in clause (a ) or clause (b ) or 
clause (c) , as the case may be , of that sub -section shall deliver 
the books of account, other documents or assets to the requisi 
tioning officer either forthwith or when such officer or autho 
rity is of the opinion that it is no longer necessary to retain 
the same in his or its custody , 

( 3 ) Where any books of account, other documents or assets 
have been delivered to the requisitioning officer, the provisions 
of sub -sections (4A ) to (14 ) (both inclusive ) of section 132 ani 
section 132B shall , so far as may be , apply as if such books of 
account, other documents or assets had been seized under subon 
section (1 ) of section 132 by the requisitioning oficer from the 
custody of the person referred to in clause ( a ) or clause (b ) or 
clause ( c ) , as the case may be, of sub -section (1 ) of this section 
and as if for the words " the authorised officer " occurring in any 
of the aforesaid sub -sections (4A ) to (14 ) , the words " the 
requisitioning officer " were substituted . ; 

( ii) in section 132B as so re-numbered , in sub -section (1 ) , in 
clause (i) , after the word " relates" , the brackets and words " (inclu 
ding any penalty levied or interest payable in connection with such 
assessment or re - assessment) " shall be inserted . 

37. For section 133A of the Income-tax Act , the following section 
shall be substituted , namely : - - 


Substi 
tution of 
new 
Section 
for 
section 
133A , 


Power of 
Survey . 


* 133A . ( 1 ) Notwithstanding anything contained in any other 
provision of this Act, an Income- tax authority may enter 

(a ) any place within the limits of the area assigned to him , 


OT 


(b ) any place occupied by any person in respect of whom 
he exercises jurisdiction , 
at which a business or profession is carried on , whether such place 
be the principal place or not of such business or profession , and 
require any proprietor , employee or any other person who may at 
that time and place be attending in any manner to , or helping in , 
the carrying on of such business or profession 

(1) to afford him the necessary facility to inspect such books 
of account or other documents as he may require and which 
may be available at such place , 
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(ii ) to afford him the necessary facility to check or verify 
the cash , stock or other valuable article or thing which may be 
found therein , and 

(iii ) to furnish such information as he may require as to 
any matter which may be useful for , or relevant to , any pro 
ceeding under this Act. 


Explanation . For the purposes of this sub -section , a place 
where a business or profession is carried on shall also include any 
other place, whether any business or profession is carried on there 
in or not , in which the person carrying on the business or profession 
states that any of his books of account or other documents or any 
part of his cash or stock or other valuable article or thing relating 
to his business or profession are or is kept . 


(2 ) An Income-tax authority may enter any place of business 
or profession referred to in sub - section (1) only during the hours 
at which such place is open for the conduct of business or profession 
and , in the case of any other place, only after sunrise and before 
sunset. 


( 3 ) An Income- tax authority acting under this section may , 


(i) if he so deems necessary , place marks of identification 
on the books of account or other documents inspected by him 
and make or cause to be made extracts or copies therefrom , 


(ii) make an inventory of any cash , stock or other valuable 
article or thing checked or verified by him , 


( iii ) record the statement of any person which may be use 
ful for, or relevant to , any proceeding under this Act. 


(4 ) An Income tax authority acting under this section shall , on 
no account, remove or cause to be removed from the place wherein 
he has entered, any books of account or other documents or any 
cash , stock or other valuable article or thing. 

(5 ) Where, having regard to the nature and scale of expenditure 
incurred by an assessee , in connection with any function , ceremony 
or event, the Income-tax authority is of the opinion that it is neces 
sary or expedient so to do, he may , at any time after such function , 
ceremony or event, require the assessee by whom such expenditure 
has been incurred or any person who , in the opinion of the Income 
tax authority , is likely to possess information as respects the ex 
penditure incurred , to furnish such information as he may require 
as to any matter which may be useful for , or relevant to , any pro 
ceeding under this Act and may have the statements of the assessea 
or any other person recorded and any statement so recorded may 
thereafter be used in evidence in any proceeding under this Act. 

(6 ) If a person under this section is required to afford facility 
to the Income- tax authority to inspect books of account or other 
documents or to check or verify any cash , stock or other valuable 
article or thing or to furnish any information or to have his state 
ment recorded either refuses or evades to do so , the Income- tax 
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Sv 
. 


authority shall have all the powers under sub -sections (1) and (2) 
of section 131 for enforcing compliance with the requirement made. 


Explanation . - In this section --- 


(a ) " Income- tax authority " means an Inspecting Assistant 
Commissioner, an Assistant Director of Inspection of an Income 
tax Officer, and for the purposes of clause (i) of sub -section (1 ) , 
clause (i) of sub -section (3 ) and sub -section (5 ), includes an 
Inspector of Income-tax , if so authorised by the Income-tax 
Officer ; 


(b ) " proceeding means any proceeding under this Act in 
respect of any year which may be pending on the date on which 
the powers under this section are exercised or which may have 
been completed on or before such date and includes also all 
proceedings under this Act which may be commenced after such 
date in respect of any year , . 


38 . In section 139 of the Income-tax Act, 


Amend 
ment of 
section 


139 . 


(i) in sub - section (2 ) , for the words " serve a notice upon him " , 
the words " issue a notice to him and serve the same upon him " 
shall be substituted ; 


(6 ) , the following sub - sections shall be 


(ii ) for sub - section 
substituted, namely : 


" ( 6 ) The prescribed form of the returns referred to in sub 
sections ( 1) , (2 ) and ( 3) shall , in such cases as may be kres 
cribed , require the assessee to furnish the particulars of income 
exempt from tax , assets of the prescribed nature and value and 
belonging to him , expenditure exceeding the prescribed limits 
incurred by him under prescribed heads and such other out 
goings as may be prescribed . 


(6A ) Without prejudice to the provisions of sub - section (6 ) , 
the prescribed form of the returns referred to in sub - sections 

(1 ) , (2 ) and ( 3) shall, in the case of an assessee engaged in any 
business or profession , also require him to furnish particulars 
of the location and style of the principal place where he carries 
on the business or profession and all the branches thereof, the 
names and addresses of his partners, if any, in such business 
or profession and, if he is a member of an association or body 
of individuals , the names of the other members of the associa 
tion or the body of individuals and the extent of the share of 
the assessee and the shares of all such partners or the memberg, 
As the case may be , in the profits of the business or profession 
and any branches thereof.". 
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39 . After section 139 of the Income-tax Act, the following section shall tion of 

new sec 
be inserted, namely :--- 

tion 
139A , 


139A . ( 1) Every person , if his total income or the total income Perma 
of any other person in respect of which he is assessable under this 

1 . nent ac 

count 
Act during any accounting year exceeded the maximum amount 

numbers. 
which is not chargeable to income-tax and he has not been allotted 
any permanent account number, shall, within such time as may be 
prescribed , apply to the Income- tax Officer for the allotment of a 
permanent account number. 

(2 ) Notwithstanding anything contained in sub -section (1 ), every 
person not falling under that sub -section , but carrying on any busi 
noss whose total sales , turnover or gross receipts are or is likely to 
exceed ifty thousand rupees in any accounting year and who has not 
been allotted any permanent account number, shall, within such time 
as may be prescribed , apply to the Income tax Officer for the allot 
ment of a permanent account number , 

(3 ) The Income- tax Officer may also allot to any other person 
by whom tax is payable , a permanent account number . 

( 4 ) All permanent account numbers allotted to assessees before 
the commencement of the Taxation Laws (Amendment) Act, 1975 
shall, with effect from such date as the Board may , by notification in 
the Official Gazette, specify , be deemed to have been allotted to them 
under the provisions of this section , 

(5 ) Where a permanent account number has been allotted or is 
deemed to have been allotted to any person under this section , he 
shall 

(a ) quote such number in all his returns to , or correspon 
dence with , any Income- tax authority ; 

(b ) quote such number in all challans for the payment of 
any sum due under this Act, 

( c) quate such number in all documents pertaining to such 
transactions as may be prescribed by the Board in the interests 
of the revenue , and entered into by him ; 

( d ) intimate the Income- tax Officer any change in his address 
or in the name and nature of his business. 
(6 ) The Board may make rules providing for 

(a ) the form and the manner in which an application may 
be made for the allotment of a permanent account number and 
the particulars which such application shall contain ; 

(b ) the categories of transactions in relation to which por 
manent account numbers shall be quoted by the persons to whom 
such numbers have been allotted , in the documents pertaining 
to such transactions, 
Explanation . In this section , 
(a ) " accounting year " means - 

(i) in relation to a person maintaining accounts, the year 
ending on the day on which such accounts are or are to bo 
closed and balanced ; 
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Amend 
ment of 
section 
140 . 


( ii ) in relation to any other person , the financial year; 
( b ) " permanent account number" means a number which 
the Income tax Officer may allot to any person for the purpose 

of identification , , 
40 . In section 140 of the Income tax Act, for clauses (c ) and (d ), the 
following clauses shall be substituted , namely :-- - 

" (c ) in the case of a company, by the managing director thereof, 
or where for any unavoidable reason such managing director is not 
able to sign and verify the return , or where there is no managing 
director , by any director thereof ; 

(cc ) in the case of a firm , by the managing partner thereof, or 
where for any unavoidable reason such managing partner is not able 
to sign and verify the return , or where there is no managing partner 
as such , by any partner thereof, not being a minor ; 

(d ) in the case of a local authority , by the principal officer 
thereof;" . 


41 . In section 140A of the Income-tax Act, 


Amend . 
ment of 
gection 
140A . 


(i) for sub -section (1) , the following sub - section shall be substi 
tuted , namely : 

" (1) Where any tax is payable on the basis of any return 
required to be furnished under section 139 or section 148 , after 
taking into account the amount of tax , if any , already paid under 
any provision of this Act, the assessee shall be liable to pay such 
tax before furnishing the return and the return shall be accom 
panied by proof of payment of such tax ." ; 


( ii) for sub -section ( 3) , the following sub -section shall be sub 
stituted , namely : 

" (3 ) If any assessee fails to pay the tax or any part thereof 
in accordance with the provisions of sub- section (1 ) , the Income 
tax Officer may direct that a sum equal to two per cent. of such 
tax or part thereof, as the case may be, shall be recovered from 
him by way of penalty for every month during which the default 
continues : 

Provided that before levying any such penalty , the assessee 
shall be given a reasonable opportunity of being heard." . 


42 . In section 141A of the Income- tax Act, for sub - section (1 ) , the fol 
lowing sub -section shall be substituted , namely : 


Amend . 
ment of 
gection 
141A , 


" ( 1 ) Where a return has been furnished under section 139 and 
the assessee claims that the tax paid or deemed to have been paid 
under the provisions of Chapter XVII-B , or Chapter XVII- C , exceeds 
the tax payable on the basis of the return and the accounts and 
documents accompanying it, the Income-tax Omcer , if he is of the 
opinion that the regular assessment of the assessee is not likely to 
be made within six months from the date of furnishing of the return , 
shall make in a summary ,manner within the said six months a pro 
visional assessment of the sum refundable to the assessee , after 
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making such adjustments to the income or loss declared in the return 
as are required to be made under sub - section (2 ) with reference to 
such return , accounts and documents, and for the purposes of the 
adjustments referred to in clause ( iv ) of sub -section ( 2 ) , also with 
reference to the records of the assessments , if any , of past years." . 
43. In section 142 of the Income-tax Act, 


Amend . 
ment of 
section 


142 . 


(i) in sub -section (1) , for the words, brackets and figures " or 
upon whom a notice has been served under sub - section ( 2 ) of section 
139" , the words, brackets and figures " or to whom a notice has been 
issued under sub -section (2 ) of section 139 " shall be substituted ; 


(ii) after sub -section (2 ) , the following sub - sections shall be 
Inserted , namely : 


“ ( 2A ) If, at any stage of the proceedings before him , the 
Income- tax Officer, having regard to the nature and complexity 
of the accounts of the assessee and the interests of the revenue , 
is of the opinion that it is necessary so to do, he may , with the 
previous approval of the Commissioner , direct the assessee to 
get the accounts audited by an accountant, as defined in the 
Explanation below sub - section (2 ) of section 288 , nominated by 
the Commissioner in this behalf and to furnish a report of such 
audit in the prescribed form duly signed and verified by such 
accountant and setting forth such particulars as may be pres 
cribed and such other particulars as the Income-tax Oficer may 
require. 

(2B ) The provisions of sub -section (2A ) shall have effect 
notwithstanding that the accounts of the assessee have been 
audited under any other law for the time being in force or 
otherwise. 

(2C ) Every report under sub -section (2A ) shall be furnish 
ed by the assessee to the Income- tax Officer within such period 
as may be specified by the Income-tax Officer: 


Provided that the Income-tax Officer may , on an applica 
tion made in this behalf by the assessee and for any good and 
sufficient reason , extend the said period by such further period 
or periods as he thinks fit; so , however, that the aggregate of the 
period originally fixed and the period or periods so extended shall 
not , in any case , exceed one hundred and eighty days from the 
date on which the direction under sub -section (2A ) is received 
by the assessee . 


( 2D ) The expenses of, and incidental to , any audit under 
sub -section ( 2A ) (including the remuneration of the accountant ) 
shall be determined by the Commissioner (which determination 
shall be final) and paid by the assessee and in default of such 
payment, shall be recoverable from the assessce in the manner 
provided in Chapter XVII - D for the recovery of arrears of tax ." : 


(ift) in sub -section (3 ) , after the words brackets and figure 
" under sub -section (2) " , the words, brackets , figure and letter " or 
any audit under sub -section (2A ) " shall be inserted . 
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ment of 
section 
144 . 


44 . In section 144 of the Income-tax Act, in clause (b ) , after the 
words, brackets and figures " sub -section (1 ) of section 142" , the words, 
brackets , figure and letter " or fails to comply with a direction issued 
under sub - section (2A ) of that section " shall be inserted , 

45 . After section 144 of the Income- tax Act , the following sections 
shall be inserted , namely : 


Ingertion 
of new 
sections 
144A and 
1440 


Power 
of In . 
specting 
Assistant 
Commis 
sioner 
to issue 
directions 
in cer 
tain 
cases . 


" 144A . ( 1) An Inspecting Assistant Commissioner may , on his 
own motion or on a reference being made to him by the Income-tax 
Officer or on the application of an assessee , call for and examine the 
record of any proceeding in which an assessment is pending and, 
if he considers that, having regard to the nature of the case or the 
amount involved or for any other reason it is necessary or expedient 
80 to do , he may issue such directions as he thinks fit for the 
guidance of the Income-tax Officer to enable him to complete the 
assessment and such directions shall be binding on the Income tax 
Oficer : 

Provided that no directions which are prejudicial to the assessee 
shall be issued before an opportunity is given to the assessee to be 
heard . 


Reference 
to Inspect 
ing 
Assistant 
Commig 
sioner in 
certain 
cases . 


Explanation . For the purposes of this sub -section , no direction 
as to the lines on which an investigation connected with the assess 
ment should be made , shall be deemed to be a direction prejudicial 
to the assessee. 

( 2 ) The provisions of this section shall be in addition to , and not 
in derogation of, the provisions contained in sub - section ( 3 ) of section 
119 . 

144B . (1 ) Notwithstanding anything contained in this Act, whore , 
in an assessment to be made under sub -section ( 3 ) of section 143 , the 
Income- tax Officer proposes to make any variation in the income or 
loss returned which is prejudicial to the assossec and the amount of 
such variation exceeds the amount fixed by the Board under sub 
section (6 ) , the Income- tax Officer shall , in the first instance, forward 
a draft of the proposed order of assossment ( hereafter in this section 
referred to as the draft order ) to the assessee, 

(2 ) On receipt of the draft order, the assessoe may forward his 
objections , if any , to such variation to the Income-tax Officer within 
seven days of the receipt by him of the draft order or within such 
further period not exceeding fifteen days as the Income-tax Officer 
may allow on an application made to him in this behalf, 


(3 ) If no objections are reroived within the period or the extend 
ed period aforesaid , or the assessee intimates to the Income tax om 
cer the acceptance of the variation , the Income-tax Officer shall com 
pleto tho assossment on the basis of the draft order. 


(4 ) If any objections are received , the Income- tax Officer shall 
forward the draft order together with the objections to the Inspec 
ting Assistant Commissioner and tho Inspecting Assistant Commis 
sionor shall , after considering the draft order and the objoctions and 
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um 


after going through (wherever necessary ) the records relating to 
the draft order, issue , in respect of the matters covered by the objec 
tions, such directions as he thinks fit for the guidance of the Income 
tax Officor to enable him to complete the assessment: 

Provided that no directions which are prejudicial to the assessee 
shall be issued under this sub -section before an opportunity is given 
to the assessee to be heard . 

( 5 ) Every direction issued by the Inspecting Assistant Commis 
sioner under sub - section (4 ) shall be binding on the Income-tax 
Officer. 

(6 ) For the purposes of sub - section (1 ) , the Board may, having 
regard to the proper and efficient management of the work of assess 
ment, by order, fix , from time to time, such amount as it deems fit: 

Provided that different amounts may be fixed for different areas: 

Provided further that the amount fixed under this sub -section 
shall , in no caso , be less than twenty - five thousand rupees. 


( 7) Nothing in this section shall apply to a case where an Ins 
pecting Assistant Commissioner exercises the powers or performs the 
functions of an Income-tax Officer in pursuance of an order made 
under section 125 or section 125A ." . 
46 . Section 146 of the Income- tax Act shall be re -numbered as sub - Amend 

ment of 
section (1) thereof, and after that sub -section as so re -numbered , the 

section 
following sub -section shall be inserted , namely : 

146 . 
" ( 2 ) Every application made under sub -section ( 1 ) shall be dis 
posed of within ninety days from the date of receipt thereof by the 
Income- tax Officer : 

Provided that in computing the period of ninety days aforesaid , 
any delay in disposing of the application which is attributable to 
the assessee shall be excluded ." . 
47. In section 153 of the Income-tax Act, for Explanation 1, the Amend 

ment of 
following Explanation shall be substituted , namely : 

section 
" Explanation 1. - In computing the period of limitation for the 

153. 
purposes of this section 

(i) the time taken in re -opening the whole or any part of 11 of 
the proceeding or in giving an opportunity to the assessee to be 
re-heard under the proviso to section 129, or 

( ii ) the period during which the assessment proceeding 1s 
stayed by an order or injunction of any court, or 

(iii) the period commencing from the date on which the 
Income- tax Officer directs the assessee to get his accounts 
audited under sub -secticn (2A ) of section 142 and ending with 
the date on which the assessee furnishes a report of such audit 
under that sub -section, or 

(iv ) the period (not exceeding one hundred and eighty days ) 
commencing from the date on which the Income- tax Officer 
forwards the draft order under sub -section ( 1) of section 144B 
to the assessee and ending with the date on which the Income 
tax Officer receives the directions from the Inspecting Assistant 


1921. 
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Commissioner under sub - section (4 ) of that section , or , in a case 
where no objections to the draft order are received from the 
assessee, a period of thirty days , or 

( v ) in a case where an application made before the Income 
tax Settlement Commission under section 245C is rejected by It 
or is not allowed to be proceeded with by it , the period com 
mencing from the date on which such application is made and 
ending with the date on which the order under sub -section ( 1 ) 
of section 245D is received by the Commissioner under sub 

section (2 ) of that section , 
shall be excluded ." . 
48 . In sub -section ( 1) of section 154 of the Income-tax Act, clause 
(bb ) shall be omitted . 


Amend 
ment of 
section 
154. 
Amendo 
ment of 
section 
176 . 


Amend 
ment of 
section 
179. 


49. In section 176 of the Income-tax Act, after sub - section (3) , the 
following sub - section shall be inserted , namely : - , 

" ( 3A ) Where any business is discontinued in any year , any sum 
received after the discontinuance shall be deemed to be the income 
of the recipient and charged to tax accordingly in the year 
of receipt, if such sum would have been included in the total 
income of the person who carried on the business had such sum been 
received before such discontinuance." . 

50 . For the existing sub -heading “ M - Private Company in Liquidation " 
before section 179 of the Income- tax Act, the sub -heading " M - Private 
Companies " shall be substituted and that section shall be re -numbered 
as sub -section ( 1) thereof and, 

(a ) in sub -section ( 1) as so re -numbered , for the portion begin 
ning with the word " Notwithstanding " and ending with the words 
" any previous year " , the following shall be substituted , namely : - | 

" Notwithstanding anything contained in the Companies Act, 
1956 , where any tax due from a private company in respect of 
any income of any previous year or from any other company 
in respect of any income of any previous year during which 
such other company was a private company" ; 

( b ) after sub - section ( 1 ) as so re - numbered , the following sub 
section shall be inserted , namely : 

" (2 ) Where a private company is converted into a public 
company and the tax assessed in respect of any income of any 
previous year during which such company was a private com 
pany cannot be recovered , then , nothing contained in sub 
section (1) shall apply to any person who was a director of such 
private company in relation to any tax due in respect of any 
income of such private company assessable for any assessment 
year commencing before the 1st day of April, 1962," . 


1 of 1956 


Amend 
ment of 
section 
185 . 


51. In section 185 of the Income- tax Act, in sub - section (1 ) , for the 
Explanation , the following Explanation shall be substituted , namely : 

" Explanation . For the purposes of this section and section 186 , 
a firm shall not be regarded as a genuine firm if any partner of the 
firm was , in relation to the whole or any part of his share in the 
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income or property of the firm , at any time during the previous 
year , a benamidar 

(a ) of any other partner to whom the first-mentioned part 
ner does not stand in the relationship of a spouse or minor 
child , or 

(b ) of any person , not being a partner of the firm , and any 
of the other partners knew or had reason to believe that the 
first-mentioned partner was such benamidar and such know 
ledge or belief had not been communicated by such other partner 

to the Income tax Officer in the prescribed manner." 
52. In section 189 of the Income-tax Act, in sub -section ( 3) , the Amend 

ment of 
following Explanation shall be inserted , namely : 

section 
" Explanation . — The amount of tax referred to in this sub -section 189 
shall also include that part of the share of each partner in the 
income of the firm before its discontinuance or dissolution which 
the firm could have retained under sub -section ( 4 ) of section 182 
but which has not been so retained." . 
53 . In sub -section (1) of section 221 of the Income- tax Act, after the Amend 

ment of 
second proviso , the following Explanation shall be inserted , namely :- section 

" Explanation .-- For the removal of doubt, it is hereby declared 221. 
that an assessee shall not cease to be liable to any penalty under 
this sub -section merely by reason of the fact that before the levy of 
such penalty he has paid the tax ." . 
54. In sub -section (1) of section 222 of the Income-tax Act, the Amend 
following Explanation shall be inserted at the end, namely : 

ment of 

section 
" Explanation . For the purposes of this sub - section , the assessee s 222 . 
movable or immovable property shall include any property which 
has been transferred , directly or indirectly on or after the 1st day 
of June, 1973, by the assessee to his spouse or minor child or son s 
wife or son s minor child , otherwise than for adequate consideration , 
and which is held by, or stands in the name of, any of the persons 
aforesaid ; and so far as the movable or immovable property so 
transferred to his minor child or his son s minor child is concerned , 
it shall, even after the date of attainment of majority by such minor 
child or son s minor child , as the case may be, continue to be 
included in the assessee s movable or immovable property for 
recovering any arrears due from the assessee in respect of any period 
prior to such date." . 

55. In section 223 of the Income tax Act , for sub -section (2), the Amend . 
following sub -section shall be substituted , namely : --- 

ment of 

section) 
“ ( 2 ) Where an assessee has property within the jurisdiction of 223, 
more than one Tax Recovery Officer and the Tax Recovery Officer 
to whom a certificate is sent by an Income-tax Offlcer 

( a ) is not able to recover the entire amount by the sale of 
the property, movable or immovable , within his jurisdiction , or 


(b ) is of the opinion that, for the purpose of expediting or 
securing the recovery of the whole or any part of the amount 
under this Chapter , it is necessary so to do , 
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Amend 
ment of 
Section 


844 . 


he may send the certificate or, where only a part of the amount is 
to be recovered , a copy of the certificate certified in the prescribed 
manner and specifying the amount to be recovered to a Tax Re 
covery Officer within whose jurisdiction the assessee resides or has 
property , and thereupon that Tax Recovery Officer shall also pro 
ceed to recover the amount under this Chapter as if the certificate 
or the copy thereof had been the certificate sent to him by the 
Income-tax Omcer ." . 

56 . In section 244 of the Income-tax Act, after sub -section (1 ) , the 
following sub -section shall be inserted , namely : 

" ( 1A ) Where the whole or any part of the refund referred to 
in sub -section (1) is due to the assessee, as a result of any amount 
having been paid by him after the 31st day of March , 1975 , in 
pursuance of any order of assessment or penalty and such amount 
or any part thereof having been found in appeal or other proceeding 
under this Act to be in excess of the amount which such assessee 
is liable to pay as tax or penalty , as the case may be, under this Act, 
the Central Government shall pay to such assessee simple interest 
at the rate specified in sub -section ( 1) on the amount so found to 
be in excess from the date on which such amount was paid to the 
date on which the refund is granted : 

Provided that where the amount so found to be in excess was 
paid in instalments, such interest shall be payable on the amount of 
each such instalment or any part of such instalment, which was in 
excess, from the date on which such instalment was paid to the date 
on which the refund is granted : 


Provided further that no interest under this sub -section shall 
be payable for a period of one month from the date of the passing 
of the order in appeal or other proceeding : 

Provided also that where any interest is payable to an assessee 
under this sub -section , no interest under sub -section (1) shall be 
payable to him in respect of the amount so found to be in excess." . 

57. After Chapter XIX of the Income-tax Act, the following Chapter 
shall be inserted , namely : 


Insertion 
of new 
Chapter 
XLXA . 


CHAPTER XIXA 


SETTLEMENT OF CASES 


Defini 
tlong. 


11 of 1922. 


245A , In this Chapter , unless the context otherwise requires, 

(a ) " case " means any proceeding under the Indian Income 
tax Act, 1922, or under this Act for or in connection with the 
assessment or re- assessment of any person in respect of any 
year or years which may be pending before an Income- tax 
authority on the date on which an application under sub -section 
( 1) of section 245C is made ; 


(6 ) " Income- tax authority " means a Director of Inspection , 
a Commissioner, an Appellate Assistant Commissioner, an Ins 
pecting Assistant Commissioner of an income tax Oncer. 
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245B , (1 ) The Central Government shall constitute a commis Income 

tax 
sion to be called the Income-tax Settlement Commission (hereafter 

Settle 
in this Chapter referred to as “ the Settlement Commission ” ) for the 

ment 
settlement of cases under this Chapter. 

Commis 

sion , 
(2 ) The Settlement Commission shall consist of a Chairman 
and two other members and shall function within the Department 
of the Central Government dealing with direct taxes . 

(3 ) The Chairman and other members of the Settlement Com 
mission shall be appointed by the Central Government from amongst 
persons of integrity and outstanding ability , having special know 
ledge of, and experience in , problems relating to direct taxes and 
business accounts: 

Provided that , where a member of the Board is appointed as the 
Chairman or as a member of the Settlement Commission , he shall 
cease to be a member of the Board : 

Provided further that, until the members are appointed under 
this sub -section , it shall be competent for the Central Government 
to require, from time to time, any two members of the Board to 
serve as members of the Settlement Commission for such period as 
the Central Government thinks fit, in addition to their duties as 
members of the Board . 

245C . ( 1 ) An assessee may, at any stage of a case relating to him , Proce 
make an application in such form and in such manner and containing Applica 
such particulars as may be prescribed to the Settlement Commission tion for 

settle 
e the case settled and any such application shall be disposed 

application shall be disposeu ment of 
of in the manner hereinafter provided . 

cases. 
(2 ) Every application made under sub - section ( 1) shall be 
accompanied by such fees as may be prescribed . 


(3) An application made under sub -section (1) shall not be 
allowed to be withdrawn by the applicant. 

245D . (1) On receipt of an application under section 245C , the 
Settlement Commission shall call for a report from the Commissioner dure on 
and on the basis of the materials contained in such report and having 

receipt 

of an 
regard to the nature and circumstances of the case or the complexity 

appli 
of the investigation Involved therein , the Settlement Commission cation 
may , by order , allow the application to be proceeded with or reject under 
the application : 

gection 

245C . 
Provided that an application shall not be rejected under this 
sub -section unless an opportunity has been given to the applicant 
of being heard : 

Provided further that an application shall not be proceeded with 
under this sub- section if the Commissioner objects to the application 
being proceeded with on the ground that concealment of particulars 
of income on the part of the applicant or perpetration of fraud by 
him for evading any tax or other sum chargeable or imposable 
under the Indian Income- tax Act , 1922 , or under this Act , has been 
established or is likely to be established by any Income-tax authority , 
in relation to the case . 

(2 ) A copy of every order under sub -section (1) shall be sent 
to the applicant and to the Commissioner . 


11 of 1922, 
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(3 ) Where an application is allowed to be proceeded with under 
sub - section (1 ) , the Settlement Commission may call for the relevant 
records from the Commissioner and after examination of such records , 
if the Settlement Commission is of the opinion that any further en 
quiry or investigation in the matter is necessary, it may direct the 
Commissioner to make or cause to be made such further enquiry or 
investigation and furnish a report on the matters covered by the 
application and any other matter relating to the case , 

(4 ) After examination of the records and the report of the Com 
missioner , received under sub - section (1 ) , and the report, if any, of 
the Commissioner received under sub -section ( 3 ) , and after giving 
an opportunity to the applicant and to the Commissioner to be heard , 
either in person or through a representative duly authorised in this 
behalf , and after examining such further evidence as may be placed 
before it or obtained by it, the Settlement Commission may , in 
accordance with the provisions of this Act, pass such order as it thinks 
fit on the matters covered by the application and any other matter 
relating to the case not covered by the application , but referred to 
in the report of the Commissioner under sub -section (1) or sub 
section (3 ) . 

(5 ) The materials brought on record before the Settlement Com 
mission shall be considered by all the members thereof before pass 
ing any order under sub -section (4 ) and, in the case of a difference 
of opinion among the members , the opinion of the majority shall 
prevail and such order shall be expressed in terms of the views of 
the majority . 

(6 ) Every order passed under sub -section (4 ) shall provide for 
the terms of settlement including any demand by way of tax , penalty 
or interest, the manner in which any sum due under the settlement 
shall be paid and all other matters to make the settlement effective 
and shall also provide that the settlement shall be void if it is subse 
quently found by the Settlement Commission that it has been obtain 
ed by fraud or misrepresentation of facts . 

(7 ) Where a settlement becomes yoid as provided under sub 
section (6 ) , the proceedings with respect to the matters covered by 
the settlement shall be deemed to have been revived from the stage 
at which the application was allowed to be proceeded with by the 
Settlement Commission and the Income-tax authority concerned , 
may , notwithstanding anything contained in any other provision 
of this Act, complete such proceedings at any time before the ex 
piry of two years from the end of the financial year in which the 
settlement became void . 

245E , If the Settlement Commission is of the opinion (the reasons 
for such opinion to be recorded by it in writing) that, for the proper 
disposal of the case pending before it , it is necessary or expedient 
to reopen any proceeding connected with the case but which has 
been completed under the Indian Income- tax Act, 1922, or under this 
Act by any Income- tax authority before the application under sec 
tion 245C was made , it may , with the concurrence of the applicant, 
reopen such proceeding and pass such order thereon as it thinks 
fit, as if the case in relation to which the application for settlement 
had been made by the applicant under that section covered such 
proceeding also : 


Power 
of Settle 
ment 
Commis 
slon to 
reopen 
complet 
ed pro 
ceedings, 
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Provided that no proceeding shall be reopened by the Settlement 
Commission under this section after the expiry of a period of eight 
years from the end of the assessment year to which such proceeding 
relates. 

245F . (1 ) In addition to the powers conferred on the Settlement Powers 
Commission under this Chapter , it shall have all the powers which and 

procedure 
are vested in an Income- tax authority under this Act . 
(2 ) Where an application made under section 245C has been 

Settle 

ment 
allowed to be proceeded with under section 245D , the Settlement 

Com 
Commission shall , until an order is passed under sub -section ( 4 ) of mission . 
section 245D , have , subject to the provisions of sub -section (3 ) of 
that section , exclusive jurisdiction to exercise the powers and per 
form the functions of an Income- tax authority under this Act in 
relation to the case . 


of 


(3) Notwithstanding anything contained in sub -section (2 ) and 
in the absence of any express direction to the contrary by the Set 
tlement Commission , nothing contained in this section shall affect 
the operation of any other provision of this Act requiring the applicant 
to pay tax on the basis of self- assessment or by way of advance tax 
in relation to the matters before the Settlement Commission . 

(4 ) For the removal of doubt, it is hereby declared that, in the 
absence of any express direction by the Settlement Commission to 
the contrary , nothing in this Chapter shall affect the operation of 
the provisions of this Act in so far as they relate to any matters other 
than those before the Settlement Commission . 


(5 ) The Settlement Commission shall, subject to the provisions 
of this Chapter, have power to regulate its own procedure ( including 
the fixation of places and times of its meetings ) and may act not 
withstanding that all the members of the Settlement Commission 
are not present at any of its meetings . 

245G . No person shall be entitled to inspect, or obtain copies of, Inspection , 
any reports made by any Income- tax authority to the Settlement etc . of re 
Commission ; but the Settlement Commission may, in its discretion , 

ports . 
furnish copies thereof to any such person on an application made to 
it in this behalf and on payment of the prescribed fec : 

Provided that, for the purpose of enabling any person whose case 
is under consideration to rebut any evidence brought on record 
against him in any such report, the Settlement Commission shall, on 
an application made in this behalf, and on payment of the prescribed 
fee by such person , furnish him with a certified copy of any such 
report or part thercof relevant for the purpose . 


245H . (1) The Settlement Commission may, if it is satisfied that Settle 

ment 
any person who made the application for settlement under section 

Com 
245C has co - operated with the Settlement Commission in the proceed 

mission 
ings before it and has made a full and true disclosure of his income 

to grant 
and the manner in which such income has been derived , grant to such 

immunity 

from 
person , subject to such conditions as it may think fit to impose, im 
munity from prosecution for any offence under this Act or under the 
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48 of 1860. 


pro 
secution 
and 
penalty . 


Indian Penal Code or under any other Central Act for the time being 
in force and also from the imposition of any penalty under this Act, 
with respect to the case covered by the settlement. 

(2 ) An immunity granted to a person under sub -section (1 ) 
may , at any time, be withdrawn by the Settlement Commission , if it 
is satisfied that such person has not complied with the conditions 
subject to which the immunity was granted or that such person had , 
in the course of the settlement proceedings, concealed any parti 
culars material to the settlement or had given false evidence, and 
thereupon such person may be tried for the ottence with respect to 
which the immunity was granted or for any other offence of which 
he appears to have been guilty in connection with the settlement 
and shall also become liable to the imposition of any penalty under 
this Act to which such person would have been liable , had not such 
immunity been granted . 

2451. Every order of settlement passed under sub -section (4 ) of 
section 245D shall be conclusive as to the matters stated therein and 
no matter covered by such order shall , save as otherwise provided 
in this Chapter , be reopened in any proceeding under this Act or 
under any other law for the time being in force . 


Order of 
settle 
ment to 
be con 
clusive. 


Recovery 
of sums 
due under 
order 
of settle 
ment. 


245J. Any şum specified in an order of settlement passed under 
sub - section ( 4 ) of section 245D may , subject to such conditions, if 
any, as may be specified therein , be recovered , and any penalty for 
default in making payment of such sum may be imposed and re 
covered in accordance with the provisions of Chapter XVII, by the 
Income- tax Officer having jurisdiction over the person who made the 
application for settlement under section 245C . 

245K , Where , 


Bar on 
subse 
quent 
appli - , 
cation 
for settle 
ment in 
certain 
cases . 


(l) an order of settlement passed under sub -section (4 ) of 
section 245D provides for the imposition of a penalty on the per 
son who made the application under section 245C for settlement , 
on the ground of concealinent of particulars of his income; or 


( ii) after the passing of an order of settlement under the 
said sub -section ( 4 ) in relation to a case , such person is convicted 

of any ofience under Chapter XXII in relation to that case , 
then , he shall not be entitled to apply for settlement under section 
245C in relation to any other matter . 


245L . Any proceeding under this Chapter before the Settlement 
Commission shall be deemed to be a judicial proceeding within the 
meaning of sections 193 and 228 , and for the purposes of section 196 , 
of the Indian Penal Code . 


45 of 1860, 


Proceed 
ings 
before 
Settle 
ment 
Com 
mission 
to be 
judicial 
proceed 
ings . 
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245M . ( 1) Notwithstanding anything contained in this Chapter, Certain 
any assessee who has filed an appeal to the Appellate Tribunal under persons 
this Act which is pending before it shall, on withdrawing such appeal 

peal who have 

filed 
from the Appellate Tribunal, be entitled to make an application to 

appeal 
the Settlement Commission to have his case settled under this Chap . to the 
ter : 

Appellate 
Tribunal 

entitled 
Provided that no such assessee shall be entitled to make an ap - to make 
plication in a case where the Income-tax Officer has preferred ar, appll 
appeal under sub -section ( 2 ) of section 253 against the order to which cations 

lo the 
the assessee s appeal relates. 

Settle 

ment 
(2 ) Any assessee referred to in sub - section ( 1) may make an Com . 

mission , 
application to the Appellate Tribunal for permission to withdraw 
the appeal. 


(3 ) On receipt of an application under sub -section (2) , the Ap. 
pellate Tribunal shall grant permission to withdraw the appeal. 


(4 ) Upon the withdrawal of the appeal, the proceeding in appeal 
immediately before such withdrawal shall, for the purposes of this 
Chapter, be deemed to be a proceeding pending before an Income 
tax authority. 


(5 ) An application to the Settlement Commission under this 
section shall be made within a period of thirty days from the date 
on which the order of the Appellate Tribunal permitting the with 
drawal of the appeal is communicated to the assessee . 


(6 ) An application made to the Settlement Commission under 
this section shall be deemed to be an application made under sub 
section (1) of section 245C and the provisions of this Chapter [ ex 
cept sub -section (7) of section 245D ) shall apply accordingly . 


(7) Where an application made to the Settlement Commission 
under this section is not entertained by the Settlement Commission , 
then , the assessee shall not be deemed to have withdrawn the appeal 
from the Appellate Tribunal and the provisions contained in section 
253, section 254 and section 255 shall, so far as may be , apply accord 
ingly . . 


58 . In section 246 of the Income-tax Act, in clause (0 ) , - - 


Amend 
ment of 
section 


(i) after sub -clause (iii), the following sub -clause shall be 246. 
inserted , namely : -- 

" ( iiia) section 271A , or "; 


( ii) after sub -clause (iv ), the following sub -clause shall be in 
serted , namely : 


“ ( iva) section 272B , or" , 
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59 . In section 249 of the Income-tax Act, 


Amend 
ment of 
section 
249 . 


(i) in sub -section (2) , for clause (b ) , the following clause shall 
be substituted , namely : 

“ (b ) where the appeal relates to any assessment or penalty , 
the date of service of the notice of demand relating to the 
assessment or penalty : 


Provided that , where an application has been made under 
section 146 før reopening an assessment, the period from the date 
on which the application is made to the date on which the order 
passed on the application is served on the assessee shall be ex 
cluded , or " ; 


(ii) after sub -section ( 3) , the following sub -section shall be 
inserted , namely : 

“ (4 ) No appeal under this Chapter shall be admitted unless 
at the time of filing of the appeal, 

(u ) where a return has been filed by the assessee , the 
assessee has paid the tax due on the income returned by 
him ; or 

(b ) where no return has been filed by the assessee , the 
assessee has paid an amount equal to the amount of advance 
tax which was payable by him : 

Provided that, on an application made by the appellant in 
this behalf, the Appellate Assistant Commissioner may , for 
any good and sufficient reason to be recorded in writing, exempt 
him from the operation of the provisions of this sub -section ." . 


IT 


60 . In section 253 of the Income-tax Act, in sub -section ( 1) , 


Amend 
ment of 
section 
253 , 


(i) in clause (a ), for the words and figures " or section 271" , 
the words, figures and letters " , section 271, section 271A or section 
272A " shall be substituted ; 

( ii ) in clause (6 ) , for the words, brackets and figures " sub 
section (2 ) of section 274 " , the word , figures and letter " section 272A " 
shall be substituted ; 

(iil) in clause (c ) , after the words and figures " under section 
263 ” , where they occur for the first time, the words, figures and 
letter " or under section 272A " shall be inserted . 


61. In section 271 of the Income tax Act, 


Amend 
ment of 
section 
271. 


(i) in sub -section ( 1) , 


(a ) in clause (b ) , after the words, brackets and figures " sub 
section (2 ) of section 143 " , the words, brackets , figures and letter 
" or fails to comply with a direction issued under sub - section 
(2A ) of section 142 " shall be inserted : 
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(b ) for clause (i) (excluding the Explanation thereto ), the 
following clause shall be substituted , namely : 


" (i) in the cases referred to in clause (a ), - - 


(a ) in the case of a person referred to in sub -section 
(4A ) of section 139, where the total income in respect 
of which he is assessable as a representative assessee 
does not exceed the maximum amount which is not 
chargeable to income-tax , a sum not exceeding one per 
cent of the total income computed under this Act with 
out giving effect to the provisions of sections 11 and 12, 
for each year or part thereof during which the default 
continued ; 

(b ) in any other case, in addition to the amount of 
the tax , if any , payable by him , a sum equal to two per 
cent, of the assessed tax for every month during which 
the default continued ;" ; 


(c ) for clause (iii) and the Explanation , the following 
clause and Explanations shall be substituted , namely : 

( iii) in the cases referred to in clause ( c ), in addition 
to any tax payable by him , a sum which shall not be less than , 
but which shall not exceed twice , the amount of tax gought 
to be evaded by reason of the concealment of particulars of 
his income or the furnishing of inaccurate particulars of 
such income: 


Provided that, if in a case falling under clause (c ) the 
amount of income ( as determined by the Income-tax Officer 
on assessment) in respect of which the particulars have been 
concealed or inaccurate particulars have been furnished ex 
ceeds a sum of twenty - five thousand rupees , the Income-tax 
Officer shall not issue any direction for payment by way of 
penalty without the previous approval of the Inspecting 
Assistant Commissioner. 


Explanation 1. — Where in respect of any facts malerial 
to the computation of the total income of any person under 
this Act, 

( A ) such person fails to offer an explanation or 
offers an explanation which is found by the Income-tax 
Officer or the Appellate Assistant Commissioner to be 
false, or 


( B ) such person offers an explanation which he is 
not able to substantiate , 


then , the amount added or disallowed in computing the total 
income of such person as a result thereof shall, for the pur 
poses of clause (c ) of this sub - section , be deemed to repre 
sent the income in respect of which particulars have been 
concealed , 


266 / 70 


THE GAZETTE OF INDIA EXTRAORDINARY 


Part 11 


Provided that nothing contained in this Explanation 
shall apply to a case referred to in clause ( B ) in respect of 
uny amount added or disallowed as a result of the rejecuon 
of any explanation offered by such person , if such expla 
nation is bona fide and all the facts relating to the same and 
material to the computation of his total income have been 
disclosed by him , 

Explanation 2. - - Where the source of any receipt, depo 
sit , outgoing or investment in any assessment year is 
claimed by any person to be an amount which had been 
added in computing the income or deducted in computing 
the loss in the assessment of such person for any earlier 
assessment year or years but in respect of which no penalty 
under clause (iii ) of this sub - section had been levied , that 
part of the amount so added or deducted in such earlier 
assessment year immediately preceding the year in which 
the receipt, deposit, outgoing or investment appears ( such 
carlier assessment year hereafter in this Explanation refer 
red to as the first preceding year ) which is sufficient to 
cover the amount represented by such receipt, deposit or 
outgoing or value of such investment (such amount or value 
hereafter in this Explanation referred to as the utilised 
amount ) shall be treated as the income of the assessee , 
particulars of which had been concealed or inaccurate parti 
culars of which had been furnished for the first preceding 
year ; and where the amount so added or deducted in the 
first preceding year is not sufficient to cover the utilised 
amount, that part of the amount so added or deducted in 
the year immediately preceding the first preceding year 
which is sufficient to cover such part of the utilised amount 
as is not so covered shall be treated to be the income of the 
assessee , particulars of which had been concealed or inaccu 
rate particulars of which had been furnished for the year 
immediately preceding the first preceding year and so on , 
until the entire utilised amount is covered by the amounts 
so added or deducted in such earlier assessment years . 

Explanation 3 . — Where any person who has not previ 
ously been assessed under the Indian Income-tax Act , 1922 , 
or under this Act, fails, without reasonable cause, to furnish 
within the period specified in sub - clause ( iii) of clause (a ) 
of sub - section ( 1) of section 153 a return of his income which 
he is required to furnish under section 139 in respect of any 
assessment year commencing on or after the 1st day of April, 
1974 , and , until the expiry of the period aforesaid , no notice 
has been issued to him under sub -section (2 ) of section 
139 or section 148 and the Income-tax Officer or the Appel 
late Assistant Commissioner is satisfied that in respect 
of such assessment year such person has taxable income, 
then , auch person shall, for the purposes of clause (c ) of 
this sub - section , be deemed to have concealed the parti 
culars of his income in respect of such assessment year, 
notwithstanding that such person furnishes a return of his 
income at any time after the expiry of the period aforesaid 
in pursuance of a notice under section 148 . 
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Explanation 4.. For the purposes of clause (iii ) of this 
sub- section , the expression " the amount of tax sought to be 
evaded ” , – 


INCU , 


( a ) in any case where the amount of income in res 
pect of which particulars have been concealed or inac 
curate particulars have been furnished exceeds the total 
income assessed , means the tax that would have been 
chargeable on the income in respect of which particulars 
have been concealed or inaccurate particulars have been 
furnished had such income been the total income; 

(b ) in any case to which Explanation 3 applies, 
means the tax on the total income assessed ; 

(c ) in any other case, means the difference between 
the tax on the total income assessed and the tax that 
would have been chargeable had such total income 
been reduced by the amount of income in respect 
of which particulars have been concealed or inaccurate 

particulars have been furnished. ; 
( ii) after sub -section (1 ) , the following sub -section shall be 
inserted , namely : --- 

" ( 14 ) Where any penalty is imposable by virtue of Expla 
nation 2 to sub -section ( 1) , proceedings for the imposition of 
such penalty may be initiated notwithstanding that any pro 
ceedings under this Act in the course of which such penalty pro 
ceedings could have been initiated under sub - section (1 ) have 
been completed ." ; 

(iii) in sub -section (3 ) , after clause (c ) , the following clause 
and proviso shall be inserted , namely : - - 

“ (d ) the penalty imposed under clause (i) of sub - section 
( 1) and the penalty imposed under clause ( iii) of that sub 
section , read with Explanation 3 thereto , shall not exceed in 
the aggregate twice the amount of the tax sought to be 
evaded : 

Provided that nothing contained in clause ( a ) or 
clause (b ) shall apply to a case referred to in sub -clause (a ) 

of clause (i) of sub -section (1 ) ." ; 

( iv ) sub -sections (4A ) and (4B ) shall be omitted . 
62 . After section 271 of the Income- tax Act, the following section shall Insertion 

of new 
be inserted , namely : 

section 

271A . 
" 271A . Without prejudice to the provisions of section 271, Failure 
if any person , without reasonable cause , fails to keep and maintain to keep, 

maintain 
any such books of account and other documents as required by 
section 44B or the rules made thereunder , in respect of any previ- tain 
ous year or to retain such books of account and other documents for books 
the period specified in the said rules, the Income- tax Officer or the of ac 
Appellate Assistant Commissioner may direct that such person shall 

docu 
pay , by way of penalty , a sum which shall not be less than ten per ments , 
cent, but which shall not exceed fifty per cent. of the amount of the etc. 


or re 
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tax, if any, which would have becn avoided if the income returned 
by such person had been accepted as the correct income.” . 


Insertion 
of new 
sections 
272A and 
272B , 


63. After section 272 of the Income-tax Act, the following sections 
shall be inserted , namely : 


" 272A . ( 1) If a person ,- 


Penalty 
for fail 
ure to 
answer 
questions, 
sign 
gtate 
ments , 
allow 
inspec 
tions, 
etc . 


(a ) being legally bound to state the truth of any matter 
touching the subject of his assessment, refuses to answer any 
question demanded of him by an Income tax Officer or an Appel 
late Assistant Commissioner or an Inspecting Assistant Com 
missioner or a Commissioner in the exercise of his powers 
under this Act; or 


1 


1 


. III 


! 


(6 ) refuses to sign any statement made by him in the course 
of any proceeding under this Act which an Income- tax Officer or 
an Appellate Assistant Commissioner or an Inspecting Assistant 
Commissioner or a Commissioner may legally require him to 
sign , 


he shall pay , by way of penalty , a sum which may extend to one 
thousand rupees . 


(2 ) If a person , without reasonable cause or exouse , fails , -- 


(a ) to furnish in due time any of the returns or statements 
mentioned in section 133, section 206 , section 285 , section 285B or 
section 286 ; or 


(b ) to allow inspection of any register referred to in section 
134 or of any entry in such register or to allow copies of such 
register or of any entry therein to be taken ; or 


(c ) to furnish a certificate as required by section 203 ; or 


(d ) to deduct and pay tax as required by sub -section (2 ) of 
section 226 , 


he shall pay , by way of penalty , a sum which may extend to ten 
rupees for every day during which the failure continues. 


( 3 ) Any penalty imposable under sub - section (1 ) or sub -section 
( 2) shall be imposed , 


( a ) in a case where the contravention , faflure or default in 
respect of which such penalty is imposable occurs in the course 
of any proceeding before the Commissioner or the Appellate 
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Assistant Commissioner , by the Commissioner or, as the case 
may be, the Appellate Assistant Commissioner ; and 

(b ) in any other case , by the Inspecting Assistant Commis 
sioner , 

(4 ) No order under this section shall be passed by any officer 
referred to in sub -section ( 3 ) unless the person on whom the penalty 
is proposed to be imposed is given an opportunity of being heard in 
the matter by such officer. 

272B . (1 ) If a person , without reasonable cause , fails to comply Penalty 
with the provisions of section 139A , he shall , on an order passed by for 
the Income- tax Officer , pay, by way of penalty , a sum which may failure 
extend to five hundred rupees. 

to com . 

ply with 
(2 ) No order under sub - section (1 ) shall be passed unless the the pro 
person on whom the penalty is proposed to be imposed is given an visions of 

section 
opportunity of being heard in the matter." . 

139A . 


64. After section 273 of the Income-tax Act, the following section Insertion 
shall be inserted , namely : 

of new 
section 

273A . 
" 273A . ( 1) Notwithstanding anything contained in this Act, the pa 

Power 
Commissioner may, in his discretion , whether on his own motion or 

to reduce 
otherwise, 

or waive 

penalty , 
(i) reduce or walve the amount of penalty imposed or im - etc., in 
posable on a person under clause (i) of sub -section ( 1) of sec - certain 
tion 271 for failure , without reasonable cause , to furnish the cases. 
return of total income which he was required to furnish under 
sub - section ( 1) of section 139 ; or 

( ii ) reduce or waive the amount of penalty imposed or 
imposable on a person under clause (iii ) of sub -section (1) of 
section 271 ; or 

(iii) reduce or waive the amount of interest paid or payable 
under sub -section (8 ) of section 139 or section 215 or section 217 

or the penalty imposed or imposable under section 273 , 
if he is satisfied that such person 

( a ) in the case referred to in clause (i ), has, prior to the 
issue of a notice to him under sub -section (2 ) of section 139 , 
voluntarily and in good faith made full and true disclosure of 
his income; 

. (b ) in the case referred to in clause (ii ) , has , prior to the 
detection by the Income-tax Officer , of the concealment of parti 
culars of income or of the inaccuracy of particulars furnished in 
respect of such income, voluntarlly and in good faith , made full 
and true disclosure of such particulars ; 

(c ) in the cases referred to in clause (iii ) , has, prior to the 
Issue of a notice to him under sub - section (2 ) of section 139 , or 
where no such notice has been issued and the period for the 
issue of such notice has expired , prior to the issue of notice to . 
him under section 148, voluntarily and in good faith made full 
and true disclosure of his income and has paid the tax on the 
income so disclosed , 
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and also has, in all the cases referred to in clauses (a ) , (b ) and (c ) , 
co -operated in any enquiry relating to the assessment of his income 
and has either paid or made satisfactory arrangements for the pay 
ment of any tax or interest payable in consequence of an order 
passed under this Act in respect of the relevant assessment year. 


Explanation . For the purposes of this sub - section , a person shall 
be deemed to have made full and true disclosure of his income or of 
the particulars relating thereto in any case where the excess of income 
assessed over the income returned is of such a nature as not to attract 
the provisions of clause ( c ) of sub -section ( 1) of section 271. 


(2 ) Notwithstanding anything contained in sub -section (1 ) , 


(a ) if in a case the penalty imposed or imposable under 
clause (i) of sub - section (1 ) of section 271 or the minimum 
penalty imposable under section 273 for the relevant assessment 
year , or, where such disclosure relates to more than one assess 
ment year, the aggregate of the penalty imposed or imposable 
under the said clausę or of the minimum penalty imposable under 
the said section for those years, exceeds a sum of fifty thousand 
rupees, or 

(b ) if in a case falling under clause (c) of sub - section (1 ) of 
section 271, the amount of income in respect of which the penalty 
is imposed or imposable for the relevant Assessment year, or , 
where such disclosure relates to more than one assessment year , 
the aggregate amount of such income for those years, exceeds a 
sum of five hundred thousand rupees , 


no order reducing or waiving the penalty under sub -section (1) shall 
be made by the Commissioner except with the previous approval of 
the Board 


(3 ) Where an order has been made under sub -section (1) in 
favour of any person , whether such order relates to one or more 
assessment years, he shall not be entitled to any relief under this 
section in relation to any other assessment year at any time after the 
making of such order . 


(4 ) Without prejudice to the powers conferred on him by any 
other provision of this Act, the Commissioner may , on an application 
made in this behalf by an assessee , and after recording his reasons 
for so doing, reduce or waive the amount of any penalty payable by 
the assessce under this Act or stay or compound any proceeding for 
the recovery of any such amount, if he is satisfied that , 


(i) to do otherwise would cause genuine hardship to the 
assessee, having regard to the circumstances of the case; and 


( ii ) the assessee has co -operated in any enquiry relating to 
the assessment or any proceeding for the recovery of any amount 
due from him . 


(5 ) Every order made under this section shall be final and shall 
not be called into question by any court or any other authority ." . 
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65 . In section 274 of the Income-tax Act, sub - section (2 ) shall be 
omitted . 


Amend 
ment of 
section 


274 . 


Amend 
ment of 
section 


275 , 


66 . In section 275 of the Income-tax Act, for the Explanation , the 
following Explanation shall be substituted , namely: 

" Explanation . — In computing the period of limitation for the 
purposes of this section , - 

(i) the time taken in giving an opportunity to the assessee 
to be re- heard under the proviso to section 129 ; 

( ii ) any period during which the immunity granted under 
section 245H remained in force ; and 

( iii) any period during which a proceeding under this 
Chapter for the levy of penalty is stayed by an order or injunc 

tion of any court, 
shall be excluded ." . 
67. Section 276 of the Income-tax Act shall be omitted . 


68 . For sections 276B and 276C of the Income-tax Act, the following 
sections shall be substituted , namely :--- 


Omission 
of 
section 
270 . 
Substitu 
tion of 
new geo 

tions for 
sections 
276B and 
276C . 


“ 276B , If a person , without reasonable cause or excuse , fails to Failure 
deduct or after deducting , fails to pay the tax as required by or under to deduct 
the provisions of sub -section (9 ) of section 80E or Chapter XVII- B , or pay 

tax . 
he shall be punishable , 

(i) in a case where the amount of tax which he has failed 
to deduct or pay exceeds one hundred thousand , rupees , with 
rigorous imprisonment for a term which shall not be less than 
six months but which may extend to seven years and with fine ; 

( ii ) in any other case , with rigorous imprisonment for a 
term which shall not be less than three months but which may 
extend to three years and with fine. 

276C . ( 1) If a person wilfully attempts in any manner whatsoever Wulful 
to evade any tax , penalty or interest chargeable or imposable under attempt 
This Act, he shall, without prejudice to any penalty that may be im to evade 
posable on him under any other provision of this Act, be punishable , 

tax , etc. 
(i) in a case where the amount sought to be evaded exceeds 
one hundred thousand rupees , with rigorous imprisonment for a 
term which shall not be less than six months but which may 
extend to seven years and with fine; 

(ii) in any other case, with rigorous imprisonment for a 
term which shall not be less than three months but which may 
extend to three years and with Ane . 

(2 ) If a person wilfully attempts in any manner whatsoever to 
evade the payment of any tax , penalty or interest • * . under this 
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Fallure 
to fur 
nigh 
returns 
of in 
come. 


Act, he shall , without prejudice to any penalty that may be imposable 
on him under any other provision of this Act, be punishable with 
rigorous imprisonment for a term which shall not be less than three 
months but which may extend to three years and shal , in the dis 
cretion of the court, also be liable to fine . 

Explanation . For the purposes of this section , a wilful attempt 
to evade any tax , penalty or interest chargeable or imposable under 
this Act or the payment thereof shall include a case where any 
person , 

(i) has in his possession or control any books of account or 
other documents ( being books of account or other documents re 
levant to any proceeding under this Act) containing a false entry 
or statement; or 

( ii ) makes or causes to be made any false entry or statement 
in such books of account or other documents ; or 

( iii ) wilfully omits or causes to be omitted any relevant entry 
or statement in such books of account or other documents ; or 

(iv ) causes any other circumstance to exist which will have 
the effect of enabling such person to evade any tax , penalty or 
interest chargeable or imposable under this Act or the payment 
thereof. 

276CC . If a person wilfully fails to furnish in due time the return 
of income which he is required to furnish under sub - section ( 1 ) of 
section 139 or by notice given under sub -section (2 ) of section 139 or 
section 148, he shall be punishable , - 

(i) in a case where the amount of tax , which would have 
been evaded if the failure had not been discovered , exceeds one 
hundred thousand rupees , with rigorous imprisonment for a term 
which shall not be less than six months but which may extend 
to seven years and with fine; 

(ii ) in any other case, with imprisonment for a term which 
shall not be less than three months but which may extend to 
three years and with fine: 

Provided that a person shall not be proceeded against under 
this section for failure to furnish in due time the return of income 
under sub - section (1 ) of section 139 

(i) for any assessment year commencing prior to the 1st 
day of April, 1975 ; or 

( ii ) for any assessment year commencing on or after the 
1st day of April, 1975 , if 

( a ) the return is furnished by him before the expiry 
of the assessment year ; or 

(b ) the tax payable by him on the total income deter 
mined on regular assessment, as reduced by the advance 
tax , if any paid and any tax deducted at source, does 

not exceed three thousand rupees." . 
69. In section 276D of the Income-tax Act , after the words " such 
accounts and documents as are referred to in the notice" , the words, 
brackets, figure and letter " or wilfully fails to comply with a direction 
issued to him under sub - section (2A ) of that section ” shall be inserted 


Amend 
ment of 
section 
276D 
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70 . For sections 277 and 278 of the Income-tax Act, the following sec 
tions shall be substituted , namely : 


Substitu 
tion of 
new gec 
tions for 
sections 
277 and 
278 . 


+ 


277. If a person makes a statement in any verification under this False 
Act or under any rule made thereunder , or delivers an account or s 

ment 
statement which is false, and which he either knows or believes to be 

In vert 
false, or does not believe to be true, he shall be punishable , 

fication , 
(i) in a case where the amount of tax , which would have etc . 
been evaded if the statement or account had been accepted as 
true, exceeds one hundred thousand rupees , with rigorous im 
prisonment for a term which shall not be less than six months 
but which may extend to seven years and with fine; 

( ii ) in any other case , with rigorous imprisonment for a term 
which shall not be less than three months but which may extend 
to three years and with fine , 

278 . If a person abets or induces in any manner another person Abetment 
to make and deliver an account or a statement or declaration relat of false 
ing to any income chargeable to tax which is false and which he either 

return , 

etc . 
knows to be false or does not believe to be true or to commit an 
offence under sub - section (1) of section 276C , he shall be punish 
able, - 

(i ) in a case where the amount of tax , penalty or interest 
which would have been evaded , if the declaration , account or 
statement had been accepted as true , or which is wilfully attempt 
ed to be evaded , exceeds one hundred thousand rupees, with rigo 
rous imprisonment for a term which shall not be less than six 
months but which may extend to seven years and with fine ; 

(tl) in any other case, with rigorous imprisonment for a term 
which shall not be less than three months but which may extend 
to three years and with fine. 

278A . If any person convicted of an offence under section 276B Punish 
or sub- section ( 1) of section 276C or section 276CC or section 277 or ment for 
section 278 is again convicted of an offence under any of the afore 

second 

and 
sald provisions, he shall be punishable for the second and for every 
subge 
subsequent offence with rigorous imprisonment for a term which quent 
shall not be less than six months but which may extend to seven offences . 
years and with fine. 

278B . ( 1) Where an offence under this Act has been committed Offences 
by a company, every person who, at the time the offence was com - by com 
mitted , was in charge of, and was responsible to , the company for the 
conduct of the business of the company as well as the company shall 
be deemed to be guilty of the offence and shall be liable to be pro 
ceeded against and punished accordingly : 

Provided that nothing contained in this sub -section shall render 
any such person liable to any punishment if he proves that the 
offence was committed without his knowledge or that he had exer 
cised all due diligence to prevent the commission of such offence. 

(2 ) Notwithstanding anything contained in sub - section ( 1) , where 
an offence under this Act has bee - nommitted by company and it is 
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Ofrences 
by Hindu 
undivi . 
ded fami 


lies. 


proved that the offence has been committed with the consent or con 
nivance of, or is attributable to any neglect on the part of, any direc 
tor, manager, secretary or other officer of the company, such director , 
manager , secretary or other officer shall also be deemed to be guilty of 
that offence and shall be liable to be proceeded against and punished 
accordingly . 
Explanation . For the purposes of this section 
(a ) " company" means a body corporate , and includes 

(1) a firm ; and 

( ii ) an association of persons or a body of individuals 
whether incorporated or not; and 
(6 ) " director " , in relation to 

(i) a firm , means a partner in the firm ; 

(ii) an association of persons or a body of individuals , 
means any member controlling the affairs thereof. 
278C . (1 ) Where an offence under this Act has been committed 
by a Hindu undivided family , the Karta thereof shall be deemed to 
be guilty of the offence and shall be liable to be proceeded against 
and punished accordingly : 

Provided that nothing contained in this sub -section shall render 
the Karta liable to any punishment if he proves that the offence was 
committed without his knowledge or that he had exercised all due 
diligence to prevent the commission of such offence . 

(2) Notwithstanding anything contained in sub -section (1 ) , where 
an offence under this Act has been committed by a Hindu undivided 
family and it is proved that the offence has been committed with the 
consent or connivance of, or is attributable to any neglect on the part 
of, any member of the Hindu undivided family , such member shall 
also be deemed to be guilty of that offence and shall be liable to be 
proceeded against and punished accordingly . 

278 D . (1 ) Where during the course of any search made under 
section 132 , any money , bullion , jewellery or other valuable article or 
thing (hereafter in this section referred to as the assets ) or any books 
of account or other documents has or have been found in the posses . 
sion or control of any person and such assets or books of account or 
other documents are tendered by the prosecution in evidence against 
such person or against such person and the person referred to in sec 
tion 278 for an offence under this Act, the provisions of sub - section 
( 4A ) of section 132 shall, so far as may be, apply in relation to such 
assets or books of account or other documents, 

( 2 ) Where any assets or books of account or other documents 
taken into custody , from the possession or control of any person , by 
the officer or authority referred to in clause (a ) or clause (b ) or 
clause (c ) , as the case may be , of sub -section (1 ) of section 132A are 
delivered to the requisitioning officer under sub -section (2 ) of that 
section and such assets, books of account or other documents are ten 
dered by the prosecution in evidence against such person or against 
such person and the person referred to in section 278 for an offence 
under this Act, the provisions of sub -section (4A ) of section 132 
shall, so far as may be, apply in relation to such assets or books of 
account or other documents . . 


tion as 
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71 . In section 279 of the Income tax Act, 


Amend 
ment of 
section 


279. 


( ) for sub -sections (1) and (1A ) , the following sub -sections 
shall be substituted , namely : 

“ ( 1) A person shall not be proceeded against for an offence 
under section 275A , section 276A , section 276B , Section 276C , 
section 276CC , section 276D , section 277, section 278 or section 
278A except at the instance of the Commissioner , 

(1A ) A person shall not be proceeded against for an offence 
under section 276C or section 277 in relation to the assessment 
for an assessment year in respect of which the penalty imposed 
or imposable on him under clause ( iii ) of sub -section ( 1) of sec 
tion 271 has been reduced or waived by an order under section 
273A ." ; 

( ii ) in sub -section (3 ) , for the words, brackets , figures and 
letter " under sub -section (4A ) of section 271 " , the words, figures and 
letter " under section 273A " shall be substituted . 
72. After section 279 of the Income- tax Act, the following section 
shall be inserted , namely : 


Insertion 
of new 
section 
279A . 


2 of 1974 , 


“ 279A , Notwithstanding anything contained in the Code of Certain 

offences 
Criminal Procedure, 1973, an offence punishable under section 276B 

to be 
or section 276C or section 276CC or section 277 or section 278 shall non 
be deemed to be non - cognizable within the meaning of that Code." . cogni. 

zable 


73. For section 281 of the Income-tax Act , the following section shall 
be substituted , namely : 


Substitu 
tion of 
new gec 
tion for 
section 
281. 


281. ( 1) Where, during the pendency of any proceeding under Certain 
this Act or after the completion thereof, but before the service of transtore 
notice under rule 2 of the Second Schedule, any assessee creates a 

to be 

vatd . 
charge on , or parts with the possession (by way of sale, mortgage , 
gift , exchange or any other mode of transfer whatsoever ) of, any 
of his assets in favour of any other person , such charge or transfer 
shall be void as against any claim in respect of any tax or any other 
sum payable by the assessee as a result of the completion of the 
said proceeding or otherwise : 


Provided that such charge or transfer shall not be void if it is 
made 


(t) for adequate consideration and without notice of the 
pendency of such proceeding or, as the case may be, without 
notice of such tax or other sum payable by the assessee ; or 


(ii) with the previous permission of the Income tax oficer, 
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(2 ) This section applies to cases where the amount of tax or other 
sum payable or likely to be payable exceeds five thousand rupees and 
the assets charged or transferred excced ten thousand rupees in value. 

Explanation . In this section , " assets" means land , building , 
machinery , plant , shares, securities and fixed deposits in banks, to 
the extent to which any of the assets aforesaid does not form part 
of the stock in trade of the business of the assessee. . 

74 . After section 281A of the Income-tax Act, the following section 
shall be inserted , namely : 


Insertion 
of new 
section 
281B . 


Provi 
sional 
attach 
ment to 
protect 
revenue 
in cer 
tain 
cases. 


“ 281B , (1 ) Where , during the pendency of any proceeding for the 
assessment of any income or for the assessment or re -assessment of 
any income which has escaped assessment, the Income tax Officer is 
of the opinion that for the purpose of protecting the interests of the 
revenue it is necessary so to do , he may , with the previous approval 
of the Commissioner , by order in writing, attach provisionally any 
property belonging to the asgessee in the manner provided in the 
Second Schedule, 

(2 ) Every such provisional attachment shall cease to have effect 
after the expiry of a period of six months from the date of the order 
made under sub - section (1 ) : 


Amend 
ment of 

section 
285A , 


Provided that the Commissioner may , for reasons to be recorded 
in writing, extend the aforesaid period by such further period or 
periods as he thinks fit, so however , that the total period of exten 
sion shall not in any case exceed two years." , 

75 . In section 285A of the Income-tax Act, in sub -section ( 1 ) , for the 
words " for the construction of a building for , or the supply of goods or 
services in connection therewith to, any other person , the value of 
which exceeds fifty thousand rupees" , the following shall be substituted , 
namely : 

" with another person for carrying out any work or for the suppiy 
of goods or services in connection therewith , the value of which work 
or supply or both exceeds fifty thousand rupees" . 

76 . After section 285A of the Income-tax Act, the following section 
shall be inserted , namely : 


Insertion 
of new 
section 
285B . 


Submis 
sion of 
state 
mente by 
producers 
of 
cinem & 
graph 


" 285B . Any person carrying on the production of a cinematograph 
film during the whole or any part of any financial year shall, in 
respect of the period during which such production is carried on 
by him in such financial year . prepare and deliver or cause to be 
delivered to the Income-tax Officer, within thirty days from the 
end of such Anancial year or within thirty days from the date of the 
completion of the production of the film whichever is earlier, a 
silalement in the prescribed form containing particulars of all pay 
ments of over five thousand rupees in the aggregate made by him 
or due from him to each such person as is engaged by him in such 
production as employee or otherwise ." . 


Alms. 
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Amend 
ment of 
section 
287, 


77. In section 287 of the Income-tax Act.. . 

(1) in sub -section (1) , after the word " proceedings" , the words 
or prosecutions" shall be inserted ; 

(ii) for sub -section (2 ) , the following sub -section shall be sub 
stituted , namely : 

" (2 ) No publication under this section shall be made in rela 
tion to any penalty imposed under this Act until the time for 
presenting an appeal to the Appellate Agsistant Commissioner 
has expired without an appeal having been presented or the 

appeal, if presented , has been disposed of." . 
78 . After section 292 of the Income- tax Act, the following sections 
shall be inserted , namely : 


Insertion 
of new 
sections 
292A and 
292B , 


1 of 1974 
20 of 1968. 


" 292A . Nothing contained in section 360 of the Code of Criminal Section 
Procedure, 1973 , or in the Probation of Offenders Act, 1958, shall apply 

360 of 

the Code 
to a person convicted of an offence under this Act unless that person 

of Crimi 
is under eighteen years of age . 

nal Pro 
cedure , 
1973 and 
the 
Prober 
tion of 
Oftenders 
Act, 
1058 
not to 

appiy . 
292B . No return of income, assessment, notice, summons or other Return 
proceeding furnished or made or issued or taken or purported to of 
have been furnished or made or issued or taken in pursuance of any 

income, 

etc ., not 
of the provisions of this Act shall be invalid or shall be deemed to t 

to be 
be invalid merely by reason of any mistake, defect or omission in invalid 
such return of income, assessment, notice , summons or other pro 

certain 
ceeding if such return of income, assessment, notice , summons or 

grounds . 
other proceeding is in substance and effect in conformity with or 
according to the intent and purpose of this Act." . 


on 


Amerd . 
ment of 
section 
295 . 


79 . In sub -section (2 ) of section 295 of the Income-tax Act, 

(i) after clause ( dd ) , the following clause shall be inserted , 
namely : 

" (dda) the matters specified in sub -sections (2 ) and (3) of 
section 44B ;" ; 

(ii) after clause (e ) , the following clauses shall be inserted , 
namely : 

" ( ee ) the conditions or limitations subject to which any 
payment of rent made by an assessee shall be deducted under 
section 80GG ; 


( eea ) the cases, the nature and value of assets, the limits 
and heads of expenditure and the outgoings, which are requir 
ed to be prescribed under sub - section (6 ) of section 139; 
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(eeb ) the time within which any person may apply for the 
allottriant of a permanent account number, the form and the 
manner in which such application may be made and the parti 
culars which such application shall contain and the transactions 
with respect to which permanent account numbers shall be 
quoted on documents relating to such transactions under section 
139A ; 

( eec ) the form of the report of audit and the particulars 
whwa, such raport shall contain under sub -section (2A ) of sec 
tion 14927 " ; 


1 


1 


( iii) after clause (mm ) , the following clause shall be inserted , 
namely : 

" (mma ) the form in which the statement under section 
285B shall be delivered to the Income-tax Officer ;"). 
80 . For section 296 of the Income-tax Act, the following section shall 
be substituted , namely : 


Substi 
tution 
of new 
section 
tof 890 
tion 


288. 


Rules 
and 
certain 
notifose 
tiong to 


be 


placed 
before 
Parlia 
ment. 


Amend 
ment of 
Second 
Schedule : 


" 296 . The Central Government shall cause every rule made under 
this Act and every notification issued under sub - clause (iv ) of clause 
( 23C ) of section 10 to be laid as soon as may be after the rule is made 
or the notification is issued before each House of Parliament while 
it is in session for a total period of thirty days , which may be com 
prised in one session or in two or more successive sessions , and , if 
before the expiry of the session immediately following the session 
or the successive sessions aforesaid , both Houses agree in making 
any modification in the rule or notification or both Houses agree that 
the rule or notification should not be made or issued , that rule or 
notification shall thereafter have effect, only in such modified form 
or be of no effect, as the case may be; so , however, that any such 
modification or annulment shall be without prejudice to the validity ) 
of anything previously done under that rule or notification ." . 
81. In the Second Schedule to the Income-tax Act, 

(1) rule 19A shall be re -numbered as sub -rule (2 ) thereof, and 
before that sub -rule as so re-numbered , the following sub - rule shall 
be inserted , namely : 

“ ( 1 ) A Tax Recovery Officer, being a Gazetted Officer of the 
Central Government who is authorised to exercise the powers 
of a Tax Recovery Officer under this Act, may entrust any of 
his functions as Tax Recovery Officer to any other officer lower 
than him in rank (not being lower in rank than an Inspector 
of Income-tax ) and such officer shall , in relation to the functions 
so entrusted to him , be deemed to be a Tax Recovery Officer : 

Provided that where the Tax Recovery Officer is an Income 
tax Officer any entrustment under this sub -rule shall be made 
only with the approval of the Inspecting Assistant Commis 
ploner.""; 


- 


- - - 


Apran , 


Sec. 2 ] THE GAZETTE OF INDIA EXTRAORDINARY 

166 /83 
- - - - 

- - - - - - - - - - - 
(ii ) in rule 53 , in clause (c ) , the word " and" occurring at the 
end shall be omitted , and after that clause , the following clause shall 
be inserted , namely : 

" ( cc ) the reserve price , if any, below which the property 
may not be sold ; and " ; 
(iii ) to rule 56 , the following proviso shall be added , namely : 

" Provided that no sale under this rule shall be made if the 
amount bid by the highest bidder is less than the reserve price, 
if any, specified under clause (cc ) of rule 53." ; 

( iv ) rule 59 shall be re-numbered as sub -rule (2 ) thereof, and 
before that sub -rule as so re- numbered , the following sub -rule shall 
be inserted , namely : 

“ ( 1) Where the sale of a property , for which a reserve price 
has been specified under clause (oc ) of rule 53 , has been post 
poned for want of a bid of an amount not less than such reserve 
price , it shall be lawful for an Income-tax Officer, if so autho 
rised by the Commissioner in this behalf , to bid for the property 
on behalf of the Central Government at any subsequent sale." ; 

( v ) in Part III, after rule 68 , the following rule shall be inserted , 
pamaly , no 

" 68A . (1) Without prejudice to the provisions contained in 
this Part, an Income tax Officer , duly authorised by the Commis 
sioner in this behalf, may accept in satisfaction of the whole or 
any part of the amount due from the defaulter the property , the 
sale of which has been postponed for the reason mentioned in 
sub -rule ( 1 ) of rule 59 , at such price as may be agreed upon 
between the Income-tax Officer and the defaulter 

(2 ) Where any property is accepted under sub -rule (1 ) , the 
defaulter shall deliver possession of such property to the Income 
tax Officer and on the date the possession of the property is 
delivered to the Income tax Officer , the property shall vest in 
the Central Government and the Central Government shall, 
where necessary , intimate the concerned Registering Officer 
appointed under the Registration Act, 1908 , accordingly . 

(3) Where the price of the property agreed upon under sub 
rule (1) exceeds the amount due from the defaulter, such excess 
shall be paid by the Income-tax Officer to the defaulter within 
a period of three months from the date of delivery of possession 
of the property and where the Income-tax Officer fails to pay 
Bucla excess within the period aforesaid , the Central Government 
shall, for the period commencing on the expiry of such period 
and ending with the date of payment of the amount remaining 
unpaid , pay simple interest at twelve per cent. per annum 
to the defaulter on such amount." ; 
(vi) in rule 73 , 

( i) after sub -rule (3 ), the following sub -rule shall be in 
serted , namely : 

“ ( 3A ) A warrant of arrest issued by a Tax Recovery 
Oficer under sub -rule (2 ) or sub -rule ( 3 ) may also be exe 


property 
in gatis 
faction 
of amount 
due from 
the de 
faulter . 


18 of 1908. 
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cuted by any other Tax Recovery Officer within whose 
jurisdiction the defaulter may for the time being be found ." ; 
(ii) in sub- rule (4 ) , 


(a ) for the words, brackets and figures " sub -rule ( 2 ) or 
sub -rule ( 3) " , the words " this rule" shall be substituted , 
and after the words " Tax Recovery Officer " , the words 
" Issuing the warrant" shall be inserted ; 


(b ) after the proviso , the following Explanation shall be 
inserted, namely : 


" Explanation . For the purposes of this rule , where 
the defaulter is a Hindu undivided family , the Karta 
thereof shall be deemed to be the defaulter." . 


CHAPTER III 


AMENDMENTS TO THE WEALTH - TAX ACT, 1957 


27 of 1967. 


Amend 
ment of 
section 4. 


82. In section 4 of the Wealth -tax Act, 1957 (hereafter in this Chapter 
referred to as the Wealth -tax Act ) , 


(1) in clause (a ) of sub -section (1) , 

(a ) in sub -clause (iii ), after the words " by the individual" , 
the words " , directly or indirectly," shall be inserted ; 

(b ) in sub -clause (iv ) , the word " or " shall be inserted at the 
end and after that sub -clause , the following sub - clause shall be 
inserted , namely : 


" (v ) by the son s wife, or the son s minor child , of such 
Individual, to whom such assets have been transferred by 
the individual, directly or indirectly , on or after the 1st day 

of June, 1973 , otherwise than for adequate consideration ," ; 
(ii ) in sub - section ( 1A ) , 


(a ) in clause (b ) , the words " , in so far as it is attributable 
to the interest of the individual in the property of the family ," 
shall be omitted ; 


(b ) for clause (c ) , the following clause shall be substituted , 
namely : --- 


" ( c) where the converted property has been the subject 
matter of a partition (whether partial or total) amongst the 
members of the family , the converted property or any part 
thereof which is received by the spouse or minor child of the 
individual on such partition shall be deemed to be assets 
transferred indirectly by the individual to the spouse or 
minor child and the provisions of sub -section (1) shall, so 
far as may be, apply accordingly :" ; 
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(iii ) after sub -section (5 ) , the following sub -section shall be 
Inserted , namely : 

" ( 5A ) Where a gift of money from one person to another 
is made by means of entries in the books of account maintained 
by the person making the gift or by an individual or a Hindu 
undivided family or a firm or an association of persons or body 
of individuals with whom or which he has business or other re 
lationship , the value of such gift shall be liable to be included in 
computing the net wealth of the person making the gift unless he 
proves to the satisfaction of the Wealth -tax Officer that the 
money has actually been delivered to the other person at the 
time the entries were made." ; 
( iv ) in the Explanation , 

( a ) after clause (a ) , the following clause shall be inserted , 
namely : 

(aa ) the expression " child " includes a step -child and 
an adopted child ; ; 

(b ) in clause (b ) , the word " and " shall be inserted at the 
end; 

( c) in clause (c ) , the word " and" occurring at the end shall 
be omitted ; 

( d ) clause ( d ) shall be omitted . 
83. In sub -section (1) of section 5 of the Wealth -tax Act, in clause (v ), Amend . 
for the proviso , the following proviso shall be substituted , namely : -- ment of 

section 5 . 
" Provided that they are held by him in his own right as the 
inventor or author of such patent or copyright, as the case may be, 
and have not been assigned to , or acquired by , him under a contract 
or by way of inheritance or otherwise ;" . 
84 . In section 8 of the Wealth -tax Act, in the proviso , for the portion 

Amend 
beginning with the words and perform such functions" and ending v 
the words " work to be performed " , the following shall be substituted , 
namely : 

" and shall perform their functions in respect of such individual, 
Hindu undivided family or company, as the case may be, in accord 
ance with such general or special orders in writing as the Com 
missioner or the Inspecting Assistant Commissioner authorised by 
the Commissioner in this behalf may make for the purpose of facili 
tating the performance of such functions ". 


85. After section 8A of the Wealth -tax Act, the following section shall 
be inserted , namely : - - 


" 8AA . ( 1) The Commissioner may, by general or special order in 
writing , direct that all or any of the powers or functions conferred on 
or assigned to the Wealth - tax Officer or Wealth - tax Officers by or 
under this Act in respoct of any area , or casos or classes of cases , or 
persons or classes of persons shall be exercised or performed concur 
rently by the Inspecting Assistant Commissioner . 


Insertion 
of new 
section 
8AA . 
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Com 
missioner 
and 
Wealth 
tax 
Officer . 


( 2 ) Where under sub - section ( 1 ) , an Inspecting Assistant Com 
missioner exercises concurrent jurisdiction with one or more Woalth 
tax Officers in respect of any area , cases or classes of cases , or per 
song or classes of persons , the Wealth - tax Officer or Wealth -tax 
Officers shall exercise the powers and perform the functions under 
this Act in relation thereto as the Inspecting Assistant Commissioner 
may direct. 

(3 ) Without prejudice to the generality of the provisions con 
talnod in sub -section (2 ) of section 13 , every Wealth - tax Officer shall 
also observe and follow such instructions as may be issued to him 
for his guidance by the Inspecting Assistant Commissioner within 
whose jurisdiction he performs his functions in relation to any parti 
cular proceeding or the initiation of any proceeding under this Act: 

Provided that no instructions which are prejudicial to the asses 
see shall be issued before an opportunity is given by the Inspecting 
Assistant Commissioner to the assessee to be heard . 

Explanation . For the purposes of this sub -section , no Instruction 
as to the lines on which an investigation connected with the asso88 
ment should be made shall be deemed to be an instruction prejudi 
cial to the assessee . 

( 4 ) Where an order is made under sub - section ( 1) and the 
Inspecting Assistant Commissioner exercises the potent & performs 
the functions of a Wealth - tax Officer in respect of any case or person 
or proceeding , references in this Act or in any rule made thereundor 
to the Wealth - tax Officer and the Appellate Assistant Commissioner 
shall be construed as references to the Inspecting Assistant Commi 
sioner and the Commissioner respectively and , accordigly , 

(i) any provision of this Act requiring approval or sanction 
of the Inspecting Assistant Commissioner shall not apply ; 

( li ) any appeal which would otherwise have lain to the 
Appellate Assistant Commissioner shall lie to the Commissioner ; 

( iii ) any appeal which would havo lain from an ordor of the 
Appellate Assistant Commissioner to the Appellate Tribunal 

shall file from the order of the Commissioner ." . 
86 . In section 8B of the Wealth -tax Act, for sub -section (1 ) , the fol 
lowing sub - section shall be substituted , namely : 

" ( 1) The Commissioner may , after giving the assessee a reason 
able opportunity of being heard in the matter , wherever it is pos 
sible to do so , and after recording his reasons for doing so , transfer 
any case from one or more of the following officers subordinate to 
him , namely : 

(a ) any Wealth -tax Officer or Wealth -tax Officers ; 

(6 ) any Wealth -tax Officer or Wealth -tax Officers having 
concurrent jurisdiction with the Inspecting Assistant Commis 

sioner , 
to any other Wealth - tax Officer or Wealth - tax Officers (whether with 
or without concurrent jurisdiction with the Inspecting Assistant 


Amend 
ment of 
section 
BB . 
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Commissioner) also subordinate to him and the Board may similarly 
transfer any case from -- 

(i) any Wealth - tax Officer or Wealth -tax Officers, or 

( ii ) any Wealth - tax Officer or Wealth -tax Officers having 
concurrent jurisdiction with the Inspecting Assistant Commis 

sioner , 
to any other Wealth -tax Officer or Wealth -tax Officers (whether with 
or without concurrent jurisdiction with the Inspecting Assistant Com 
missioner ) : 

Provided that nothing in this sub - section shall be deemed to re 
quire any such opportunity to be given where a transfer is from 
any Wealth - tax Officer or Wealth -tax Officers (whether with or with 
out concurrent jurisdiction with the Inspecting Assistant Commis 
sioner ) to any other Wealth -tax Officer or Wealth -tax Officers (whe 
ther with or without concurrent jurisdiction with the Inspecting 
Assistant Commissioner ) and the offices of all such Oncers are 
situated in the same city , locality or place : 
Provided further that , 

( a ) where any case has been transferred from any Wealth 
tax Officer or Wealth - tax Officers to two or more Wealth -tax 
Officers, the Wealth -tax Officers to whom the case is so trans 
ferred shall have concurrent jurisdiction over such case and shall 
perform their functions in accordance with such general or special 
orders in writing as the Board or the Commissioner or the 
Inspecting Assistant Commissioner authorised by the Commis 
sioner in this behalf, may make for the purpose of facilitating 
the performance of such functions ; 

( b ) where any case has been transferred from any Wealth 
tax Officer or Wealth -tax Officers (whether with or without con 
current jurisdiction with the Inspecting Assistant Commissioner ) 
to two or more Wealth -tax Officers with concurrent jurisdiction 
with the Inspecting Assistant Commissioner, the Officers ( includ 
ing the Inspecting Assistant Commissioner ) to whom the case is 
89 transferred shall have concurrent jurisdiction over such case 
and shall perform their functions in accordance with such general 
or special orders in writing as the Board or the Commissioner 
may make for the purpose of facilitating the performance of such 
functions and the Wealth -tax Officers shall perform their func 
tions also in accordance with such orders or directions as the 
Inspecting Assistant Commissioner may make under section 8 or, 
as the case may be, under sub - section ( 2 ) of section 8AA ." . 


87. In section 11B of the Wealth -tax Act , after clause (b ) , the follow . Amend 

ment of 
ing clause shall be inserted , namely : 

Bestion 

11B , 
" (c) in a case where two or more Wealth -tax Officers have con 
current jurisdiction over such assessee in respect of such function , 
be the Wealth -tax cfficers empowered to perform such function by 
the Board or , as the case may be , the Wealth -tax Officers to whom 
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such function has been assigned by an order of the Commissioner 
or by an order or a direction of the Inspecting Assistant Commist 
sioner under section 8 or , as the case may be, under sub - section ( 2 ) 
of section . & AA ." . 


Amend 
ment of 
section 
16A 


88 . In section 15A of the Wealth -tax Act, for clause ( c ) , the following 
clause shall be substituted , namely : 

" (c ) in the case of a company, by the managing director there 
of, or where for any unavoidable reason such managing director is 
not able to sign and verify the return or where there is no manag 
ing director, by any director thereof." . 


Amend 
ment of 
tection 
18B , 


89. In section 15B of the Wealth -tax Act, - - 

(i) for sub - section (1) , the following sub -section shall be substi 
tuted, namely : -- 


“ (1) Where any tax is payable on the basis of any return 
required to be furnished under section 14 or section 15 or section 
17 , after taking into account the amount of tax , if any , already 
paid under , any provision of this Act , the assessee shall be liable 
to pay, such tax before furnishing the return and the return shall 
be accompanied by proof of payment of such tax ." ; 

( ii) for sub -section ( 3) , the following sub -sectior shall be substi 
tuted , namely : 


“ ( 3 ) If any assessee fails to pay the tax or any part thereof 
in accordance with the provisions of sub -section (1 ) , the Wealth 
tax Officer may direct that a sum equal to two per cent. of such 
tax or part thereof, as the case may be, shall be recovered from 
İlin by way of penalty for every month during which the default 
continues : 


Provided that before levying any such penalty, the assessee 
anali be given a reasonable opportunity of being heard ." . 


Insertion 
of new 
section 
17A 


90 . After section 17 of the Wealth -tax Act, the following section shall 
be Insertęd , namely : 


Nmo 
limit for 
comple 
tion of 
albes 
ment 
and 10 
a89088 
mento 


" 17A , (1) No order of assessment shall be made under section 16 
at any time after the expiration of a period of 

( a ) four years commencing on and from the 1st day of April , 1 
1975 or one year from the date of the filing of a return or a revised 
l eturn under section 15 , whichever is later , where the assess 
ment year is an assessment year commencing before that date ; 


(b ) four years from the end of the assessment year in which 
the net wealth was first assessable , or one year from the date 
of the filing of a return or a revised return under section 15 , 
whichever is later , where the assessment year is an assessment 
year commencing on or after the 1st day of April, 1975 . 
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(2 ) No order of assessment or re- assessment shall be made under 
section 17, 


( a ) where any proceeding for an assessment or re- assessment 
is pending on the 1st day of April, 1975 , at any time after the 
expiration of a period of four years commencing on and from 
that date ; 

(b ) where the assessment or re -assessment is to be made in 
a case falling within clause (a ) of sub -section (1 ) of section 17 
for which a notice has been served under that sub -section on or 
after the 1st day of April, 1975 , at any time after the expiration 
of a period of four years from the end of the assessment year in 
which such notice was served ; 

( c ) where the assessment or re -assessment is to be made in 
a case falling within clause (6 ) of sub -section (1 ) of section 17 
for which a notice has been served under that sub - section on or 
after the 1st day of April , 1975 , after the expiration of a period 
of 

(i) four years from the end of the assessment year in 
which the net wealth was first assessable , or 

( ii) one year from the date of service of such notice , 
whichever period expires later . 


( 3 ) Notwithstanding anything contained in sub -sections (1 ) 
and (2 ), an order of fresh assessment in pursuance of an order passed 
on or after the 1st day of April , 1975 , under section 23, section 24 or 
section 25, setting aside or cancelling an assessment, may be made at 
any time before the expiry of four years from the end of the financial 
year in which the order under section 23 or section 24 18 recelved by 
the Commissioner or, as the case may be , the order under section 25 
is passed by the Commissioner , 

(4 ) The provisions of sub - sections ( 1) and ( 2 ) shall not apply 
to the assessment or re -assessment made on the assessee or any other 
person in consequence of, or to give effect to, any finding or direction 
contained in an order under section 23 , section 24 , section 26 , Section 
27 or section 29 or in an order of any court in a proceeding otherwise 
than by way of appeal or reference under this Act , and such assess 
ment or re -assessment, may , subject to the provisions of sub - section 
( 3 ) , be completed at any time. 

Explanation 1. - In computing the period of limitation for the 
purposes of this section 

(i) the time taken in re- opening the whole or any part of 
the proceeding or in giving an opportunity to the assessee to be 
re -heard under the proviso to section 39 , or 

( ii ) the period during which the assessment proceeding is 
stayed by an order or injunction of any court , or 

(iii) in a case where an application made before the Wealth 
tax Settlement Commission under section 22C is rejected by it 
or is not allowed to be proceeded with by it , the period commenc 
ing from the date on which such application is made and ending 
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with the date on which the order under sub -section ( 1) of section 
22D is received by the Commissioner under sub -section (2 ) of 

that section , 
shall be excluded . 

Explanation 2 . — Where , by an order referred to in sub - section ( 4 ) , 
any asset is excluded from the net wealth of one person and held 
to be the asset of another person , then , an assessment in respect of 
such asset on such other person shall , for the purposes of sub -section 
(2 ) of section 17 and this section , be deemed to be one made in conse 
quence of , or to give effect to , any finding or direction contained in 
the said order, provided such other person was given an opportunity 
of being heard before the said order was passed.” . 


91. In section 18 of the Wealth - tax Act, 


Amend 
ment of 
section 18 . 


(i) in sub - section (1 ) , for clauses (i) , (ii ) , ( iii ) and the Ex 
planations, the following clauses and Explanations shall be substitut 
ed , namely : 

(i) in the cases referred to in clause (a ), in addition to the 
amount of wealth -tax , if any, payable by him , a sum equal to 
two per cent, of the assessed tax for every month during which 
the default continued . 

Explanation . In this clause , " assessed tax " means the wealth 
tax chargeable under the provisions of this Act; 


(ii) in the cases referred to in clause (6 ) , in addition to the 
amount of wealth - tax payable by him , a sum which shall not be 
less than ten per cent., but which shall not exceed fifty per cent. 
of the amount of the wealth -tax , if any, which would have been 
avoided if the net wealth returned by such person had been 
accepted as the correct net wealth ; 


(iii ) in the cases referred to in clause (c ), in addition to 
any wealth - tax payable by him , a sum which shall not be less 
than , but which shall not exceed five times, the amount of tax 
sought to be evaded by reason of the concealment of particulars 
of any assets or the furnishing of inaccurate particulars in respect 
of any assets or debts. 

Explanation 1. For the purposes of clause (iii ) of this sub 
section , the expression " the amount of tax sought to be evad 
ed " - 


(a ) in a case to which Explanation 3 applies , means the 
tax on the net wealth assessed ; 

(b ) in any other case, means the difference between the 
tax on the net wealth assessed and the tax that would have 
been chargeable had the net wealth assessed been reduced 
by the amount whieh represents the value of any assets in 
respect of which particulars have been concealed or in 
accurate particulars have been furnished and of any debts 
in respect of which inaccurate partin- ılars, have been 
furnished 
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Explanation 2. - Where in respect of any facts material to 
the computation of the net wealth of any person under this 
Act, 

( A ) such person fails to offer an explanation or offers 
an explanation which is found by the Wealth -tax Officer 
or the Appellate Assistant Commissioner to be false, or 

( B ) such person offers an explanation which he is not 
able to substantiate , 
then , the amount added or disallowed in computing the net 
wealth of such person as a result thereof shall, for the purposes 
of clause ( c ) of this sub -section , be deemed to represent the 
value of the assets in respect of which particulars have been 
concealed : 
Provided that nothing contained in this Explanation shall 
apply to a case referred to in clause (B ) in respect of any amount 
added or disallowed as a result of the rejection of any explana 
tion offered by such person, if such explanation is bona fide and 
all the facts relating to the same and material to the computation 
of his net wealth have been disclosed by him . 

Explanation 3. - Where any person who has not previously 
been assessed under this Act fails, without reasonable cause, to 
furnish within the period specified in clause (a ) or, as the case 
may be , clause (b ) of sub -section (1 ) of section 17A a return of 
his net wealth which he is required to furnish under section 14 
in respect of any assessment year and , until the expiry of either 
of the periods applicable to him , no notice had been issued to 
him under sub -section (2) of section 14 or sub - section ( 1) of 
section 17 and the Wealth -tax Officer or the Appellate Assistant 
Commissioner is satisfied that in respect of such assessment 
year such person has assessable net wealth , then , such person 
shall, for the purposes of clause (c ) of this sub - section , be deem 
ed to have concealed the particulars of his assets or furnished 
Inaccurate particulars of any assets or debts in respect of such 
assessment year, notwithstanding that such person furnishes a 
return of his net wealth at any time after the expiry of either 
of the periods aforesaid applicable to him in pursuance of a 
notice under section 17. 

Explanation 4 - Where the value of any asset returned by 
any person is less than seventy per cent of the value of such 
asset as determined in an assessment under section 16 or section 
17, such person shall be deemed to have furnished inaccurate 
particulars of such asset within the meaning of clause ( c ) of this 
sub -section , unless he proves that the value of the asset as return 
ed by him is the correct value. ; 
( ii ) sub - section ( 1A ) shall be omitted ; 
(iii ) sub - sections (2A ) and (2B ) shall be omitted ; 
(iv ) for sub -section ( 3 ) , the following sub - sections shall be 
substituted , namely : 

" (3 ) Notwithstanding anything contained in clause ( iii ) of 
sub - section (1 ) , if, in a case falling under clause ( c ) of that sub 
section , the amount (as determined by the Wealth -tax Officer on 
assessment) in respect of which penalty is imposable under clause 
( c ) aforesaid exceeds a sum of twenty - five thousand rupees, the 
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Wealth -tax Officer shall not issue any direction under sub -sec 
tion (1 ) for payment by way of penalty without the previous 
approval of the Inspecting Assistant Commissioner , 

(3A ) Notwithstanding anything contained in this section , 
the penalty imposed under clause (iii ) of sub - section (1 ) read 
with Explanation 3 to that sub -section and the penalty imposed 
under clause (i) of that sub- section shall not exceed in the 
aggregate, five times the amount of the tax sought to be evaded ." ; 

(u ) for the Explanation below sub -section (5 ), the following Ex 
planation shall be substituted , namely :-- 

" Explanation . — In computing the period of limitation for the 
purposes of this section , 

(i) any period during which the immunity granted 
under section 22H remained in force ; 

( ii ) the time taken in giving an opportunity to the 
assessee to be re -heard under the proviso to section 39 ; and 

(iii ) any period during which a proceeding under this 
section for the levy of penalty is stayed by an order or in 

junction of any court, 
shall be excluded .” . 
92 . In Chapter IV of the Wealth -tax Act, after section 18 , the following 
sections shall be inserted , namely : 


Insertion 
of new 
sections 
18A and 
18B . 


Penalty 


tor 


failure to 
answer 
questions , 
siga 
state 
ments , 
allow 
inspec 
tlong , etc . 


" 18A . (1) If a person , 

(a ) being legally bound to state the truth of any matter 
touching the subject of his assessment, refuses to answer any 
question demanded of him by a Wealth -tax Officer or an Appel 
late Assistant Commissioner or an Inspecting Assistant Commis 
sioner or a Commissioner, in the exercise of his powers under this 
Act; or 

(b ) refuses to sign any statement made by him in the course 
of any proceeding under this Act which a Wealth -tax Officer or 
an Appellate Assistant Commissioner or an Inspecting Assistant 

Commissioner or a Commissioner may legally require him to sign , 
he shall pay , by way of penalty , a sum which may extend to one 
thousand rupees . 

(2 ) If a person , without reasonable cause, fails to furnish in due 
tirne such statement or information which such person is bound 
to furnish to the Wealth - tax Officer under section 38 , he shall pay, 
by way of penalty , a sum which may extend to ten rupees for every 
day during which the failure continues. 

(3 ) No order shall be made under this section except by an 
Appellate Assistant Commissioner or an Inspecting Assistant Com 
missioner or a Commissioner , and where a contravention , failure or 
default for which any penalty is imposable under this section occurs 
in the course of any proceeding before a Wealth -tax Officer , the 
Wealth - tax Officer shall refer thọ casc to the Inspecting Assistant 
Commissioner for passing such orders as he deems tít . 


- - - 
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(4 ). No order under this section shall be passed by any officer 
referred to in sub -section ( 3 ) , unless the person on whom the penal 
ty is proposed to be imposed is given an opportunity of being heard 
in the matter by such officer, 
18B . ( 1) Notwithstanding anything contained in this Act, the Powe 

reduce or 
Commissioner may , in his discretion , whether on his own motion or 

walve 
otherwise, 

penalty 

in certain 
(i) reduce or waive the amount of penalty imposed or im 

cases . 
posable on a person under clause ( i) of sub - section ( 1) of sec 
tion 18 for failure without reasonable cause to furnish the return 
of net wealth which such person was required to furnish under 
sub -section (1 ) of section 14 ; or 

( ii) reduce or waive the amount of penalty imposed or im 
posable on a person under clause (iii ) of sub - section ( 1) of 
section 18 , 


if he is satisfied that such person , 

(a ) in the case referred to in clause (i) , has, prior to the 
issue of a notice to him under sub - section ( 2 ) of section 14 , 
voluntarily and in good faith , made full and true disclosure of 
his net wealth , and 

(b ) in the case referred to in clause ( ii) , has, prior to the 
detection by the Wealth -tax Officer , of the concealment of parti 
culars of assets or of the inaccuracy of particulars furnished in 
respect of any asset or debt in respect of which the penalty is 
imposable, voluntarily and in good faith made full and true dis 

closure of such particulars, 
and also has co- operated in any inquiry relating to the assessment 
of his net wealth and has either paid or made satisfactory arrange 
ments for the payment of any tax or interest payable in consequence 
of an order passed under this Act in respect of the relevant assess 
ment year . 


Explanation . For the purposes of this sub - section , a person 
shall be deemed to have made full and true disclosure of the parti 
culars of his assets or debts in any case where the excess of net 
wealth assessed over the net wealth returned is of such a nature 
as not to attract the provisions of clause (c ) of sub - section (1 ) of 
section 18 . 

(2 ) Notwithstanding anything contained in sub -section ( 1) , if 
in a case falling under clause ( c ) of sub -section ( 1) of section 18 , 
the net wealth in respect of which the penalty is imposed or impos 
able for the relevant assessment year , or, where such disclosure 
relates to more than one assessment year , the net wealth for any one 
of the relevant assessment years , exceeds five hundred thousand 
rupees, no order reducing or waiving the penalty under sub -section 
( 1) shall be made by the Commissioner , except with the previous 
approval of the Board . 

(3 ) Where an order has been made under sub -section ( 1 ) 
in favour of any person , whether such order relates to one or more 
assessment years , he shall not be entitled to any relief under this 
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section in relation to any other assessment year at any time after 
the making of such order . 


(4 ) Without prejudice to the powers conferred on him by any 
other provision of this Act, the Commissioner may , on an applica 
tion made in this behalf by an assessee , and after recording his rea 
sons for so doing, reduce or waive the amount of any penalty payable 
by the assessee under this Act or stay or compound any proceeding 
for the recovery of any such amount, if he 16 satisfied that 

(i) to do otherwise would cause genuine hardship to the 
assessee , having regard to the circumstances of the case , and 


( ii ) the assessee has co -operated in any inquiry relating 
to the assessment or any proceeding for the recovery of any 
amount due from him . 


(5 ) Every order made under this section shall be final and shall 
not be called into question by any court or any other authority ." . 

03 . After Chapter V of the Wealth - tax Act, the following Chapter 
shall be inserted , namely : 


Insertion 
of new 
Chapter 
VA 


CHAPTER VA 


SETTLEMENT OF CASES 


22A . In this Chapter , unless the context otherwise requires, 


Defini 
tions. 


( a ) " case " means any proceeding under this Aet for or in 
connection with the assessment or re- assessment of any person 
in respect of any year or years which may be pending before 
a Wealth -tax authority on the date on which an application 
referred to in section 22C is made; 


(b ) “ Wealth -tax authority ” means a Director of Inspection , a 
Commissioner , an Appellate Assistant Commissioner , an Inspect 
ing Assistant Commissioner or a Wealth -tax Omcer, 


Wealth 


tax 


Settle 
ment 
Com 
mission 


22B . (1 ) The Central Government shall constitute a Commission ! 
to be called the Wealth - tax Settlement Commission ( hereafter in 
this Chapter roforred to as the “ Settlement Commission " ) for the 
settlement of cases under this Chapter . 


(2 ) The Settlement Commission shall consist of a Chairman and 
two other members and shall function within the Department of the 
Central Government dealing with direct taxes , 


(3 ) The Chairman and other members of the Settlement Com 
mission shall be appointed by tho Central Government from amongst 
persons of integrity and outstanding ability , having special know 
ledge of, and experience in , problems relating to direct taxes and 
business accounts : 


Provided that where a member of the Board is appointed as the 
Chairman or as a member of the Settlemont Commission , he shall 
cease to be a member of the Board : 
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Provided further that until the members are appointed under 
this sub -section , it shall be competent for the Central Government 
to require, from time to time, any two members of the Board to serve 
as members of the Settlement Commission for such period as the 
Central Government thinks fit, in addition to their duties as mem 
bers of the Board : 

22C . (1 ) An assessee may , at any stage of a case relating to him , Appllen 
make an application in such form and in such manner and contain - tion for 

gettle 
ing such particulars as may be prescribed to the Settlement Com 

ment of 
mission to have the case settled and any such application shall be cases. 
disposed of in the manner hereinafter provided . 

(2 ) Every application made under sub -section ( 1 ) shall be 
accompanied by such fees as may be preseribed . 

(3) An application made under sub- section (1) shall not be 
allowed to be withdrawn by the applicant. 


22D . ( 1) On receipt of an application under section 22C , the Proces 
Settlement Commission shall call for a report from the Commissioner dure on 
and on the basis of the materials contained in such report and having recept 

of an 
regard to the nature and circumstances of the case or the complexity 

applie 
of the investigation involved therein , the Settlement Commission 
may , by order, allow the application to be proceeded with or reject under 
the application : 

sectiob 

220 . 
Provided that an application shall not be rejected under this 
sub -section unless an opportunity has been given to the applicant of 
being heard : 


Provided further that an application shall not be proceeded with 
under this sub -section if the Commissioner objects to the application 
being proceeded with on the ground that concealment of particulars 
of the net wealth on the part of the applicant or perpetration of fraud 
by him for evading any tax or other sum chargeable or imposable 
under this Act has been established or is likely to be established by 
any Wealth -tax authority , in relation to the case . 


(2 ) A copy of every order under sub -section (1 ) shall be sent 
to the applicant and to the Commissioner . 


(3) Where an application is allowed to be proceeded with under 
sub- section (1 ) , the Settlement Commission may call for the relevant 
records from the Commissioner and after examination of such te 
cords, if the Settlement Commission is of the opinion that any further 
enquiry or investigation in the matter is necessary , it may direct the 
Commissioner to make or cause to be made such further enquiry or 
investigation and furnish a report on the matters covered by the 
application and any other matter relating to the case . 


(4 ) After examination of the records and the report of the Com 
missioner received under sub -section ( 1) and the report, if any , of 
the Commissioner received under sub -section (3 ), and after giving 
an opportunity to the applicant and to the Commissioner to be heard , 
either in person or through a representative duly authorised in this 
behalf, and after examining such further evidence as may be placed 
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before it or obtained by it, the Settlement Commission may , in 
accordance with the provisions of this Act, pass such order as it 
thinks At on the matters covered by the application and any other 
matter relating to the case not covered by the application but refer 
red to in the report of the Commissioner under sub -section ( 1) or 
sub -section ( ) . 

(5 ) The materials brought on record before the Settlement Com 
mission shall be considered by all the members thereof before pas 
sing any order under sub - section ( 4 ) and, in the case of a difference 
of opinion anong the members , the opinion of the majority shall 
prevail and such order shall be expressed in terms of the views of 
the majority . 

(6 ) Every order passed under sub - section ( 4 ) shall provide for 
the térmis of settlement including any demand by way of tax , penalty 
or interest, the manner in which any sum due under the settlement 
shall be paid and all other matters to make the settlement effective 
and shall also provide that the settlement shall be void if it is subse 
quently found by the Settlement Commission that it has been obtain 
ed, by , traud or misrepresentation of facts . 

so (Ox Where a settlement becomes void as provided in sub- sec 
tion ( 6) , the proceedings with respect to the matters covered by the 
settlement shall be deemed to have been revived from the stage at 
which the application was allowed to be proceeded with by the 
Settlement Commission and the Wealth - tax authority concerned , 
may , notwithstanding anything contained in any other provision of 
this Act, complete such proceedings at any time before the expiry 
of two years from the end of the financial year in which the settle 
ment became void . 

22E , If the Settlement Commission is of the opinion (the reasons 
for such opinion to be recorded by it in writing ) that, for the proper 
disposal of the case pending before it, it is necessary or expedient to 
re open any proceeding connected with the case, but which has been 
completed under this Act by any Wealth -tax authority before the 
application under section 22C was made , it may , with the concurrence 
of the applicant, re -open such proceeding and pass such order there 
on as it thinks fit as if the case in relation to which the application 
for settlement had been made by the applicant under that section 
covered such proceeding also : 

Provided that no proceeding shall be re -opened by the Settle 
ment Commission under this section after the expiry of a period of 
eight years from the end of the assessment year to which such pro 
ceeding relates 

21 . (1 ) In addition to the powers conferred on the Settlement 
Commission under this Chapter, it shall have all the powers which 
are vested in a Wealth -tax authority under this Act . 

(2 ) Where an application made under section 22C has been al 
lowed to be proceeded with under section 22D , the Settlement Com 
mfasion shall , until an order is passed under sub -section (4 ) of sec 
tion 22D , have, subject to the provisions of sub - section ( 3 ) of that 
section , exclusive jurisdiction to exercise the powers and perform the 
functions of a Wealth -tax authority under this Act in relation to the 
cage 


Power of 
settlement 
commis 
sion to re 
open 
comopla 


ted 


proceed 


Power 
and 
proce 
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(3 ) Notwithstanding anything contained in sub -section (2 ) and 
in the absence of any express direction to the contrary by the Settle 
ment Commission , nothing contained in this section shall affect the 
operation of any other provision of this Act requiring the applicant 
to pay tax on the basis of self- assessment in relation to the matters 
before the Settlement Commission . 

( 4 ) For the removal of doubt, it is hereby declared that in the 
absence of any express direction by the Settlement Commission to 
the contrary , nothing in this Chapter shall affect the operation of the 
provisions of this Act in so far as they relate to any matters other 
than those before the Settlement Commission . 


(5 ) The Settlement Commission shall , subject to the provisions 
of this Chapter, have power to regulate it s own procedure ( includ 
ing the fixation of places and times of its meetings ) and may act 
notwithstanding that all the members of the Settlement Commission 
are not present at any of its meetings , 


22G . No person shall be entitled to inspect, or obtain copies of, Inspec 
any reports made by any Wealth -tax authority to the Settlement tion , 
Commission ; but the Settlement Commission may , in , its discretion , su 

reports . 
furnish copies thereof to any such person on an application made to 
it in this behalf and on payment of the prescribed fee : 


Provided that, for the purpose of enabling any person , whose 
case is under consideration to rebut any evidence brought 90 the 
record against him in any such report, the Settlement Commission 
shall, on an application made in this behalf and on payment of the 
prescribed fee by such person , furnish him with a certified copy of 
any such report or part thereof relevant for the purpose, 

22H . (1 ) The Settlement Commission may , if it is satisfied that Powers et 
any person who made the application for settlement under section 22C Sattle 
has co -operated with the Settlement Commission in the proceedings 

Com 
before it and has made a full and true disclosure of his net wealth mladon 
and the manner in which such wealth has been acquired , grant to to 
such person , subject to such conditions as it may think At to impose , tant 
immunity from prosecution for any offence under this Act or under - 

er alty from 
the Indian Penal Code or under any other Central Act for the time o 
being in force and also from the imposition of any penalty under this secution . 
Act, with respect to the case covered by the settlement. 


Immu 


r 


45 of 1860 . 


(2 ) An immunity granted to a person under sub -section (1 ) 
may , at any time, be withdrawn by the Settlement Commission , if 
it is satisfied that such person has not complied with the conditions 
subject to which the immunity was granted or that such person had , 
in the course of the settlement proceedings , concealed any particulars 
material to the settlement or had given false evidence , and thereupon 
such person may be tried for the offence with respect to which the 
immunity was granted or for any other offence of which he appears 
to have been guilty in connection with the settlement and shall also 
become liable to the imposition of any penalty under this Act to 
which such person would have been liable , had no such immunity 
been granted . 
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bive . 


Recovery 
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order of 
settle 
ment. 


221. Every order of settlement passed under sub - section (4 ) of 
section 22D shall be conclusive as to the matters stated therein and 
no matter covered by such order shall, save as otherwise provided in 
this Chapter , be re - opened in any proceeding under this Act or under 
any other law for the time being in force . 

22J . Any sum specified in an order of settlement passed under 
sub -section (4 ) of section 22D may , subject to such conditions, if 
any , as may be specified therein , be recovered , and any penalty for 
default in making payment of such sum may be imposed and 
recovered in accordance with the provisions of section 32 by the 
Wealth -tax Officer having jurisdiction over the person who made 
the application for settlement under section 22C . 


22K , Where 


Bar on 
subge 
quent 
applica 
tion for 
settle 
ment in 
certain 
casos . 


(i) an order of settlement passed under sub -section (4 ) of 
section 22D provides for the imposition of a penalty on the 
person who made the application under section 22C for settle 
ment, on the ground of concealment of particulars of his net 
wealth ; or 


(it) after the passing of an order of settlement under 
the said sub -section (4 ) in relation to a case , such person 
is convicted of any offence under Chapter VIII in relation to 
that case , 


then , he shall not be entitled to apply for settlement under section 
22C in relation to any other matter, 


22L . Any proceeding under this Chapter before the Settlement 
Commission shall be deemed to be a judicial proceeding within the 
meaning of sections 193 and 228 , and for the purposes of section 196 , 
of the Indian Penal Code . 


45 of 1840 
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22M . ( 1 ) Notwithstanding anything contained in this Chapter , 
any assessee who has filed an appeal to the Appellate Tribunal under 
this Act which is pending before it shall, on withdrawing such appeal 
from the Appellate Tribunal, be entitled to make an application to 
the Settlement Commission to have his case settled under this 
Chapter : 

Provided that no such assessee shall be entitled to make an 
application in a case where the Wealth -tax Officer has preferred an 
appeal under sub -section (2 ) of section 24 against the order to which 
the assessee s appeal relates, 
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(2 ) Any assessee referred to in sub -section (1 ) may make an 
application to the Appellate Tribunal for permission to withdraw the 
appeal. 

( 3) On receipt of an application under sub -section (2 ) , the Ap 
pellate Tribunal shall grant permission to withdraw the appeal. 

(4 ) Upon the withdrawal of the appeal, the proceeding in appeal 
immediately before such withdrawal shall, for the purposes of this 
Chapter , be deemed to be a proceeding pending before a Wealth -tax 
authority . 

(5 ) An application to the Settlement Commission under this 
section shall be made within a period of thirty days from the date 
on which the order of the Appellate Tribunal permitting the with 
drawal of the appeal is communicated to the assessee . 

(6 ) An application made to the Settlement Commission under 
this section shall be deemed to be an application made under sub 
section ( 1) of section 22C and the provisions of this Chapter ( except 
sub -section (7 ) of section 22D ] shall apply accordingly . 

( 7) Where an application made to the Settlement Commission 
under this section is not entertained by the Settlement Commission , 
then , the assessee shall not be deemed to have withdrawn the appeal 
from the Appellate Tribunal and the provisions contained in section 
24 and section 26 shall, so far as may be , apply accordingly . . 
94 . In section 23 of the Wealth - tax Act, after sub -section (2 ) , the Amend 

ment of 
following sub - section shall be inserted , namely : 

section 23. 
" (2A ) Where a return has been filed by an assessee, no appeal 
under this section shall be admitted unless at the time of Aling of 
the appeal he has paid the tax due on the net wealth returned by 
him ; 

Provided that, on an application made by the appellant in this 
behalf, the Appellate Assistant Commissioner may, for any good and 
sufficient reason to be recorded in writing, exempt him from the 
operation of the provision of this sub -section ." . 

95 . In section 24 of the Wealth -tax Act, for sub -section (1 ) , the Amend 
following sub -section shall be substituted , namely : 

ment of 

section 24 
" (1 ) An assessee objecting to an order passed by the Appellate 
Assistant Commissioner under section 18 or section 18A or section 23 
or sub -section (2 ) of section 37, or to an order passed by the Inspecting 
Assistant Commissioner under section 18A , may appeal to the Appel 
late Tribunal within sixty days of the date on which the order is 
communicated to him ." . 

96 . In sub -section (1) of section 26 of the Wealth -tax Act, after the Amend 
word and figures " section 18 ” , the words, figures and letter " or section ment of 
18A " shall be inserted . 

section 26 
97 . In section 34A of the Wealth - tax Act, after sub - section (3 ) , the Amend 
following sub -section shall be inserted , namely : 

ment of 

Gection 
" (3A ) Where the whole or any part of the refund referred to 
in sub -section (3) is due to the assessee as a result of any amount 
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having been paid by him after the 31st day of March , 1975 in pur 
suance of any order of assessment or penalty and such amount or 
any part thereof having been found in appeal or other proceeding 
under this Act to be in excess of the amount which such assessee is 
liable to pay as tax or penalty , as the case may be, under this Act , 
the Central Government shall pay to such assessee simple interest 
at the rate specified in sub -section (3 ) on the amount so found to 
be in excess from the date on which such amount was paid to the date 
on which the refund is granted : 

Provided that, where the amount so found to be in excess was 
paid in instalments, such interest shall be payable on the amount 
of each such instalment or any part of such instalment, which was 
in excess, from the date on which such instalment was paid to the 
date on which the refund is granted : 

Provided further that no interest under this sub -section shall 
be payable for a period of one month from the date of the passing 
of the order in appeal or other proceeding : 

Provided also that, where any interest is payable to an assessee 
under this sub -section , no interest under sub -section ( 3) shall be 
payable to him in respect of the amount so found to be in excess.” . 

98 . For section 34B of the Wealth -tax Act, the following sections 
shall be substituted , namely : - - 


Substi 
tution of 
new seo 
tions 
for 
section 
34B . 
Transfery 
to 
defraud 
revenue 
to bo 
void , 


“ 34B . ( 1) Where, during the pendency of any proceeding under 
this Act or after the completion thereof, but before the service of 
notice under rule 2 of the Second Schedule to the Income tax Act 
as made applicable to this Act by section 32 , any assessee creates a 
charge on , or parts with (by way of sale , mortgage , gift ; exchange 
or any other mode of transfer whatsoever ) the possession of, any of 
his assets in favour of any other person , such charge or transfer 
shall be void as against any claim in respect of any tax or any 
other sum payable by the assessee as a result of the completion of 
the said proceeding or otherwise : 

Provided that such charge or transfer shall not be void , if it is 
made 


(1) for adequate consideration and without notice of the 
pendency of such proceeding or , as the case may be, without 
notice of such tax or other sum payable by the assessee ; or 

( ii ) with the previous permission of the Wealth -tax Officer , 
(2 ) This section applies to cases where the amount of tax 
or other sum payable or likely to be payable exceeds flve thousand 
rupees and the assets charged or transferred exceed ten thousand 
rupees in value. 

Explanation . In this section , " assets" means land, building, 
machinery , plant, shares, securities and fixed deposits in banks to 
the extent to which any of the assets aforesaid does not form part 
of the stock in trade of the business of the assessee. 
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34C . (1) Where , during the pendency of any proceeding for the FT 
assessment of net wealth or for the assessment or re-assessment of 

sional 

attach 
net wealth which has escaped assessment, the Wealth -tax Officer is 

ment to 
of the opinion that for the purpose of protecting the interests of the protect 
revenue it is necessary so to do, he may , with the previous approval revenue 
of the Commissioner , by order in writing, attach provisionally any 

in 

certain 
property belonging to the assessee in the manner provided in the 

cases . 
Second Schedule to the Income-tax Act as made applicable to this 
Aet by section 32. 

( 2 ) Every such provisional attachment shall cease to have 
effect after the expiry of a period of six months from the date of 
the order made under sub -section ( 1) : 

Provided that the Commissioner may , for reasons to be recorded 
in writing , extend the aforesaid period by such further period or 
periods as he thinks fit, so however , that the total period of exten 
sion shall not in any case exceed two years. , 
99 . In sub -section ( 1) of section 35 of the Wealth -tax Act, clause (c ) Amend 

ment of 
shall be omitted . 

section 

35 . 
100. After section 35 of the Wealth -tax Act, the following sections Ingertion 
shall be inserted , namely : 

of new 
sections 
35A to 
35N . 


" 35A . ( 1) If a person wilfully attempts in any manner whatso - Wulful 
ever to evade any tax , penalty or interest chargeable or imposable attempt 
under this Act, he shall , without prejudice to any penalty that may to evade 
be imposable on him under any other provision of this Act, be tax , etc. 
punishable, 

(i) in a case where the amount sought to be evaded exceeds 
one hundred thousand rupees, with rigorous imprisonment for 
a term which shall not be less than six months but which may 
extend to seven years and with fine; 

( li ) in any other case, with rigorous imprisonment for a 
term which shall not be less than three months but which may 
extend to three years and with fine, 

(2 ) If a person wilfully attempts in any manner whatsoever to 
evade the payment of any tax , penalty or interest * * * under 
this Act, he shall , without prejudice to any penalty that may be 
imposable on him under any other provision of this Act, be punish 
able with rigorous imprisonment for a term which shall not be less 
than three months but which may extend to three years and shall, 
in the discretion of the court, also be liable to fine. 

Explanation . For the purposes of this section , a wilful attempt 
to evade any tax , penalty or interest chargeable or imposable under 
this Act or the payment thereof shall include a case where any 
person , 

(a ) has in his possession or control any book s of account 
or other documents ( being books of account or other documents 
relevant to any proceeding under this Act ) containing a false 
entry or statement, or 


- 
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(6 ) makes , or causes to be made, any false entry or state 
ment in such books of account or other documents , or 

(c) wilfully omits , or causes to be omitted , any relevant 
entry or statement in such books of account or other documents ; 


ог 


Failure to 
furnish 
returns 
of net 
wealth . 


(d ) causes any other circumstance to exist which will have 
the effect of enabling such person to evade any tax , penalty or 
interest chargeable or impossible under this Act or the payment 
thereof. 

35B . If a person wilfully fails to furnish in due time the return 
of his net wealth which he is required to furnish under sub -section 
( 1) of section 14 or by notice given under sub -section (2 ) of section 
14 or under sub -section ( 1) of section 17, he shall be punishable , 

(i) in a case where the amount of tax , which would have 
been evaded if the failure had not been discovered , exceeds one 
hundred thousand rupees, with rigorous imprisonment for a 
term which shall not be less than six months but which may 
extend to seven years and with fine; 

(ii ) in any other case, with rigorous imprisonment for a 
term which shall not be less than three months but which may 
extend to three years and with fine: 

Provided that a person shall not be proceeded against under 
this section for failure to furnish in due time the return of net 
wealth under sub -section ( 1 ) of section 14 

(1) for any assessment year commencing prior to the 1st 
day of April, 1975 ; or 

(ii) for any assessment year commencing on or after the 
1st day of April , 1975 , if 

(a ) the return is furnished by him before the expiry 
of the assessment year ; or 

(b ) the tax payable by him on his net wealth deter 
mined on regular assessment does not exceed three thousand 

rupees . 
35C . If a person wilfully fails to produce, or cause to be pro 
duced , on or before the date specified in any notice under sub -section 
(4 ) of section 16 , such accounts, records and documents as are refer 
red to in the notice , he shall be punishable with rigorous imprison 
ment for a term which may extend to one year or with fine equal 
to a sum calculated at a rate which shall not be less than four rupees 
or more than ten rupees for every day during which the default 
continues, or with both . 

35D , If a person makes a statement in any verification under 
this Act ( other than under section 34AB ) or under any rule made 
thereunder , or delivers an account or statement which is false , and 
which he either knows or believes to be false , or does not believe 
to be true, he shall be punishable, 

(t) in a case where the amount of tax which would have been 
evaded if the statement or account had been accepted as true, 


Failure to 
produce 
uccounts , 
records 
etc . 


False 
state 
ment in 
verifica 
tion , etc ., 
made 
under 
certain 
Provi 
slong of 
the Act. 
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exceeds one hundred thousand rupees, with rigorous imprison 
ment for a term which shall not be less than six months but 
which may extend to seven years and with fine; 

( ii ) in any other case, with rigorous imprisonment for a 
term which shall not be less than three months but which may 
extend to three years and with fine . 
35E , If a person makes a statement in a verification mentioned Alde 

state 
in section 34AB which is false , and which he either knows or believes 

ment in 
to be false , or does not believe to be true, he shall be punishable verifica 
with imprisonment for a term which may extend to six months or tion 
with fine or with both . 

mention 
ed in 
section 
34AB . 


etc . 


35F . If a person abets or induces in any manner another person Abetment 
to make and deliver an account, statement or declaration relating of false 
to any net wealth chargeable to tax which is false and which he return , 
either knows to be false or does not believe to be true or to commit 
an offence under sub -section ( 1) of section 35A , he shall be punish 
able, 

(i) in a case where the amount of tax , penalty or interest, 
which would have been evaded , if the declaration , account or 
statement had been accepted as true, or which is wilfully 
attempted to be evaded , exceeds one hundred thousand rupees , 
with rigorous imprisonment for a term which shall not be less 
than six months but which may extend to seven years and with 
fine ; 

( ii ) in any other case , with rigorous imprisonment for a 
term which shall not be less than three months but which may 
extend to three years and with fine . 

35G . If any person convicted of an offence under sub - section (1 ) Punish 
of section 35A or section 35B or section 35D or section 35F is again ment for 
convicted of an offence under any of the aforesaid provisions, he shall second 
be punishable for the second and for every subsequent offence with 

and sub 

sequent 
rigorous imprisonment for a term which shall not be less than six otte 
months but which may extend to seven years and with fine . 


35H . ( 1 ) Where an offence under this Act has been committed Offence 
by a Hindu undivided family , the Karta thereof shall be deemed to by 
be guilty of the offence and shall be liable to be proceeded against Hindu 
and punished accordingly : 

un divided 

families . 
Provided that nothing contained in this sub -section shall render 
the Karta liable to any punishment if he proves that the offence was 
committed without his knowledge or that he had exercised all due 
diligence to prevent the commission of such offence . 

(2 ) Notwithstanding anything contained in sub -section (1 ) , 
where an offence under this Act has been committed by a Hindu 
undivided family and it is proved that the offence has been com 
mitted with the consent or connivance of, or is attributable to any 
neglect on the part of, any member thereof, such member shall also 
be deemed to be guilty of that offence and shall be liable to be pro 
ceeded against and punished accordingly . 
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351, (1 ) A person shall not be proceeded against for an offence 
under this Act except at the instance of the Commissioner, 

(2 ) The Commissioner may , either before or after the institution 
of proceedings, compound any offence under this Act . 
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35J. Notwithstanding anything contained in the Code of Crimi 
nal Procedure , 1973, an offence punishable under section 35A or 
section 35B or section 35D or section 35F shall be deemed to be non 
cognizable within the meaning of that Code . 


2 of 1974, 


35K . (1) A person shall not be proceeded against for an offence 
under section 35A or section 35D in relation to the assessment for 
an assessment year in respect of which the penalty imposed or 
imposable on him under clause (iii ) of sub -section ( 1) of section 18 
has been reduced or waived by an order under section 18B , 

(2 ) Where any proceeding for prosecution has been taken against 
any person under this Act, any statement made or account or other 
ducument produced by such person before any of the wealth -tax 
authorities specified in sections 8 , 9, 10 , 10A and 11 shall not be in 
admissible as evidence for the purpose of such proceedings merely 
on the ground that such statement was made or such account or 
other document was produced in the belief that the penalty impos 
able would be reduced or waived under section 18B or that the 
offence in respect of which such proceeding was taken would be 
compounded . 

35L . No court inferior to that of a Metropolitan Magistrate or a 
Magistrate of the first class shall try any offence under this Act . 

35M . Nothing contained in section 360 of the Code of Criminal 
Procedure, 1973, or in the Probation of Offenders Act, 1958 , shall 
apply to a person convicted of an offence under this Act unless that 
person is under eighteen years of age . 


2 of 1974 , 
20 of 1968 . 


Jurtadio 
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380 , of 
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cedury 
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35N . (1 ) Where during the course of any search made under 
section 37A , any books of account or other documents, articles or 
things including money have been found in the possession or control 
of any person and such books of account or other documents are 
tendered , or such articles or things including money are telted upon 
by the prosecution in evidence against such person or against such 
person and the person referred to in section 35F for an offence under 
this Act , the provisions of sub -section (5 ) of section 37A shall, so 
far as may be , apply in relation to such books of account or other 
documents , articles or things including money , 
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(2) Where 

(i) any books of account or other documents taken into 
custody , from the possession or control of any person by any 
officer or authority under clause (a ) or clause (b ) of sub -section 
(1) of section 37B , are delivered to the requisitioning officer 
under sub -section (2 ) of that section ; or 

( ii ) any note or inventory of any articles or things includ . 
ing money taken into custody , from thç possession of any person , 
by any officer or authority under clausę ( c ) of sub - section ( 1 ) 
of section 37B , is furnished to the requisitioning officer under 

sub - section (2 ) of that section , 
and such books of account or other documents are tendered , or such 
note or inventory is relied upon , by the prosecution in evidence 
against such person or against such person and the person referred 
to in section 35F for an offence under this Act, the provisions of 
sub - section ( 5 ) of section 37A shall, so far as may be, apply in rela 
tion to such books of account or other documents or, as the case may 
be, the articles or things including money, covered by such note or 
Inventory ." . 
101. Section 36 of the Wealth -tax Act shall be omitted . 


Omission 


ot 


102. For section 37A of the Wealth -tax Act , the following sections 
shall be substituted , namely : -- 


section 38 , 

Substitu 
tion of 
new sec 
tions for 
section 
37A . 
Power of 
search 
and 
seizure. 


37A , (1 ) Where the Director of Inspection or the Commissioner 
or any such Deputy Director of Inspection or Inspecting Assistant 
Commissioner as may be empowered in this behalf by the Board , 
in consequence of information in his possession , has reason to believe 
that- - 

(a ) any person to whom a notice under sub -section (4 ) of 
section 16 or a summons under section 37 was issued to produce. 
or cause to be produced , any books of account or other docu 
ments , has omitted or failed to produce , or cause to be produced , 
such books of account or other documents as regriired by such 
notice or summons, or 

(b ) any person to whom a notice, or summons as aforesaid 
has been or might be issued will not, or would not, produce, or 
cause to be produced , any books of account or other documents 
which will be useful for , or relevant to , any proceeding under 
this Act, or 

(c ) any person is in possession of any articles or things in 
cluding money disproportionate to his known assets, particulars 
of which will be useful for , or relevant to , any proceeding under 

this Act, 
then , 

( A ) the Director of Inspection or the Commissioner , as the 
case may be , may authorise any Deputy Director of Inspection 
Inspecting Assistant Commissioner , Assistant Director of Inspec 
Hon or Wealth -tax Officer , or 
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( B ) such Deputy Director of Inspection or Inspecting Assis 
tant Commissioner may authorise any Assistant Director of 

Inspection or Wealth -tax Officer, 
(the officer so authorised in all cases being hereafter in this section 
referred to as the authorised offlcer ) to 

(i) enter and search any building, place, vessel, vehicle or 
alrcraft where he has reason to suspect that such books of ac 
count or other documents , articles or things including money 
are kept ; 

( ti ) search any person whº has got out of, or is about to get 
Into , or is in , the building , place, vessel, vehicle or aircraft, if 
the authorised officer has reason to suspect that such person has 
secreted about his person any such books of account or other 
documents , articles or things including money ; 

(lit) break open the lock of any door, box , locker, safe , 
almirah or other receptacle for exercising the powers conferred 
by clause (i) where the keys thereof are not available; 

( iv ) seize any such books of account or other documents ; 

( v ) place marks of identification on any such books of ac 
count or other documents or make, or cause to be made, extracts 
or coples therefrom ; 

(vi) make a note or an inventory of any articles or things 
Including money found which , in his opinion , will be useful for, 
or relevant to, any proceeding under this Act: 

Provided that where any building , place, vessel, vehicle or air 
craft referred to in clause (i ) is within the area of jurisdiction of 
any Commissioner but such Commissioner has no jurisdiction over 
the person referred to in clause ( a ) or clause (6 ) or clause ( c ) of 
this sub -section , then , notwithstanding anything contained in section 
10 , it shall be competent for him to exercise the powers under this 
sub -section in all cases where he has reason to believe that any delay 
in getting the authorisation from the Commissioner having jurisdic 
tion over such person may be prejudicial to the Interests of the 
revenue. 

(2 ) Where any Commissioner , in consequence of information in 
his possession , has reason to suspect that any books of account or 
other documents, articles or things including money in respect of 
which an officer has been authorised by the Director of Inspection 
or any other Commissioner or any such Deputy Director of Inspec 
tion or Inspecting Assistant Commissioner as may be empowered 
in this behalf by the Board to take action under clauses (i) to ( vi) 
of gub - section ( 1) are kept in any building , place, vessel, vehicle or 
aircraft not mentioned in the authorisation under sub - section (1) , 
such Commissioner may , notwithstanding anything contained in sec 
tion 10 , authorise the said officer to take action under any of the 
clauses aforesaid in respect of such building, place , vessel, vehicle 
or aircraft . 

( 3) The authorised officer may requisition the services of any 
police officer or of any officer of the Central Government, or of both 
to assist him for all or any of the purposes specified in sub-section 
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( 1) or sub - section (2 ) and it shall be the duty of every such officer 
to comply with such requisition , 

(4 ) The authorised officer may , during the course of the search 
or seizure, examine on oath any person who is found to be in posses 
sion or control of any books of account or other documents, articles 
or things including money and any statement made by such person 
during such examination may thereafter be used in evidence in any 
proceeding under this Act. 

(5 ) Where any books of account or other documents , articles or 
things including money are found in the possession or control of any 
person in the course of a search , it may be presumed that 

(1) such books of account or other documents , articles or 
things including money belong to such person ; 

i) the contents of such books of account or other docu 
ments are true; and 

(tii ) the signature and every other part of such books of 
account or other documents which purport to be in the hand 
writing of any particular person or which may reasonably be 
assumed to have been signed by , or to be in the handwriting of, 
any particular person , are in that person s handwriting, and in 
the case of a document stamped , executed or attested , that it was 
duly stamped and executed or attested by the person by whom 
it purports to have been so executed or attested . 

( The books of account or other documents seized under sub 
section (1) or sub - section (2 ) shall not be retained by the authorised 
officer for a period exceeding one hundred and eighty days from 
the date of the selzure unless the reasons for retaining the same are 
recorded by him in writing and the approval of the Commissioner 
for such retention is obtained : 

Provided that the Commissioner shall not authorise the reten 
tion of the books of account or other documents for a period exceed 
ing thirty days after all the proceedings under this Act in respect 
of the years for which the books of account or other documents are 
relevant are completed . 

(7) The person from whose custody any books of account or 
other documents are seized under sub -section (1) or sub -section 
(2 ) may make copies thereof, or take extracts therefrom , in the 
presence of the authorised officer or any other person empowered 
by him in this behalf at such place and time as the authorised officer 
may appoint in this behalf. 

(8 ) Where the authorised officer has no jurisdiction over the 
person referred to in clause ( a ) or clause ( 6 ) or clause (c ) of sub 
section ( 1 ) , the books of account or other documents seized under 
that sub -section shall be handed over by the authorised officer to 
the Wealth - tax Officer having jurisdiction over such person within 
a period of fifteen days of such seizure and thereupon the powers 
exercisable by the authorised officer under sub -section (6 ) or sub 
section (7) shall be exercisable by such Wealth -tax Officer. 

(9 ) If a person legally entitled to the books of account or other 
documents seized under sub -section (1) or sub -section ( 2 ) objects 
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for any reason to the approval given by the Commissioner under 
sub -section (6 ) , he may make an application to the Board stating 
therein the roasons for such objcction and requesting for the return 
of the books of account or other documents. 

( 10 ) On receipt of the application under sub - section (9 ) , the 
Beard may , after giving the applicant an opportunity of being heard , 
pass such orders thereon as it thinks fit. 

( 11) The provisions of the Code of Criminal Procedure , 19732 
relating to searches shall apply , so far as may be , to searches under 
this section . 


of 1974 


( 12 ) The Board may make rules in relation to searches or 
seizure under this section ; and in particular and without prejudice 
to the generality of the foregoing power , such rules may provide 
for the procedure to be followed by the authorised officer 

(i) for obtaining ingress into any building , place , vessel , 
vehicle or aircraft to be searched where free ingress thereto 1s , 
not available; 

(ii) for ensuring the safe custody of any books of account 
or other documents seized . 

37B . (1 ) Where the Director of Inspection or the Commissioner, 
in consequence of information in his possession , has reason to believo 
that 


Power to 
requlal 
tlon books 


account, 
eto , 


(a ) any person to whom a notice under sub -section ( 4 ) of 
section 16 or a summons under section 37 was issued to produce, 
or cause to be produced , any books of account or other docu 
ments has omitted or failed to produce , or cause to be produced , 
such books of account or other documents as required by such 
notice or summons and the said books of account or other docu 
ments have been taken into custody by any officer or authority 
under any other law for the time being in force , or 

(6 ) any books of account or other documents will be useful 
for, or relevant to , any proceeding under this Act and any per 
son to whom a notice or summons as aforesaid has been or might 
be issued will not, or would not, produce or cause to be produc 
ed such books of account or other documents on the return of 
such books of account or other documents by any officer or 
authority by whom or which such books of accoumt or other 
documents have been taken into custody under any other law 
for the time being in force , or 

( c ) any articles or things including money disproportionate 
to the known assets of any person , particulars of which will be 
useful for , or relevant to , any proceeding under this Act, have 
been taken into custody by any officer or authority , under any 
other law for the time being in force , from the possession of such 

person , 
then , the Director of Inspection of the Commissioner may authorise 
any Deputy Director of Inspection , Inspecting Assistant Commis 
pioner, Assistant Director of Inspection or Wealth - tax Oficer (here . 
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after in this section referred to as the requisitioning oficer ) to re 
quiré such officer or authority , 

(i) in a case falling under clause (a ) or clause (b ) , to 
dellver such books of account or other documents to the requi 
sitioning officer ; 

(ii ) in a case falling under clause (c ) , to furnish a note or 
an inventory of guch articles or things including money to the 
requisitioning officer . 
(2 ) On a requisition being made under sub -section ( 1) , 

(i) in a case falling under clause (a ) or clause (b ) of that 
sub- section , the officer or authority referred to therein shall 
deliver the books of account or other documents to the requisi 
tioning officer either forthwith or when such officer or authority 
is of the opinion that it is no longer necessary to retain the same 
in his or its custody ; 

( ii ) in a case falling under clause (c ) , the oficer or autho 
rity referred to therein shall furnish the note or inventory to 
the requisitioning officer within a reasonable period . 

( 3) Where any books of account or other documents have been 
delivered to the requisitioning officer, the provisions of sub -sections 

(5 ) to (12 ) ( both inclusive ) of section 37A shall, so far as may be , 
apply as if such books of account or other documents had been seized 
under sub -section ( 1 ) of that section by the requisitioning officer 
from the custody of the person referred to in clause (a ) or clause 
(b ) , as the case may be, of sub -section ( 1) of this section and as if 
for the words " the authorised officer " occurring in any of the afore 
sad sub -sections , the words " the requisitioning officer " were sub . 
stituted . . 


103 . In section 42A of the Wealth - tax Act, -- 


Amend 
ment of 
section 


42A . 


(6) in sub -section ( 1) , after the word " proceedings " , the words 
Mor prosecutions " shall be inserted ; 

(ii ) for sub -section (2) , the following sub -section shall be sub 
stituted , namely : 

af (2 ) No publication under this section shall be made in rela 
tion to any penalty imposed under this Act until the time for 
presenting an appeal to the Appellate Assistant Commissioner 
has expired without an appeal having been presented or the 
appeal, if presented , has been disposed of." . 


104. After section 42B of the Wealth -tax Act, the following section Insertion 

of new 
shall be inserted, namely : 

gection 

2C . 
" 42C . No return of wealth , assessment, notice , summons or other Return of 
proceeding furnished or made or issued or taken or purported to have wealth , 
been furnished or made or issued or taken in pursuance of any of the etc., not 

to be In 
provisions of this Act shall be invalid or shall be deemed to be in 

valid on 
valid merely by reason of any mistake, defcct or omission in such 

certain 
Erounds. 
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return of wealth , assessment, notice , summons or other proceeding 
if such return of wealth , assessment, notice , summons or other pro 
ceeding is in substance and effect in conformity with or according 
to the intent and purpose of this Act ." . 


Amend 
ment of 
section 
46 . 


105 . In sub -section (4 ) of section 46 of the Wealth - tax Act, 

(i) for the words " or in two successive sessions" , the words 
" or in two or more successive sessions " shall be substituted ; 

(ii ) for the words " in which it is so laid or the session imme 
diately following" , the words " immediately following the session or 
the successive sessions aforesaid " shall be substituted . 


CHAPTER IV 


AMENDMENTS TO THE GIFT- TAX ACT, 1958 


18 of 1988 . 


Insertion 
of new 
section 
A . 


106 . In Chapter II of the Gift-tax Act, 1958 (hereafter in this Chapter 
referred to as the Gift-tax Act) , after section 6 , the following section 
shall be inserted , namely : 


C 


Aggrega 
tion of 
gitts 
made 
during a 
certain 
period . 


" CA . Notwithstanding anything contained in this Act, where an 
assessee has made taxable gifts during any previous year and has 
also made taxable gifts (not being gifts made at any time before the 
1st day of June, 1973 ) during any one or more of the four previous 
years immediately preceding such previous year, the gift- tax pay 
able by him for the assessment year relevant to such previous year 
(hereafter in this section referred to as the assessment year ) shall 
be determined in the following manner, namely : 

(a ) the value of the taxable gifts made during any one or 
more of the four previous years immediately preceding such 
previous year shall be aggregated with the value of the taxable 
gifts made by the assessee during such previous year and gift 
tax shall be calculated on the aggregate value at the rate or 
rates applicable for the assessment year ; 

(b ) from the amount of gift -tax calculated under clause 
(a ) , there shall be deducted an amount equal to the gift- tax 
payable had the value of the taxable gifts made during one or 
more of the four previous years immediately preceding such 
previous year been aggregated and tax levled thereon at the 
rate or rates applicable for the assessment year , and the balance 
shall be the amount of gift- tax payable by the assessee." . 


Amend 
mont of 
section 


107. In section 7 of the Gift-tax Act, for the proviso , the following 
proviso shall be substituted , namely : 

" Provided that where two or more Income- tax Officers have 
jurisdiction or exercise powers under the Income- tax Act in respect 
of any person , they shall have concurrent jurisdiction and shall 
perform their functions of a Gift-tax Officer under this Act in reg 
pect of such person in accordance with such general or special 
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orders in writing as the Commissioner or the Inspecting Assistant 
Commissioner authorised by the Commissioner in this behalf, may 
make for the purpose of facilitating the performance of such func 
tions." . 


108. After section 7A of the Gift- tax Act, the following section shall 
be inserted , namely : 


Insertion 
of new 
section 
7AA . 


" 7AA . ( 1 ) The Commissioner may , by general or special order 

Concur 

fent 
in writing , direct that all or any of the powers or functions conferred 

jurisdic 
on or assigned to the Gift -tax Officer or Gift-tax Officers by ortion of 
under this Act in respect of any area , or cases or classes of cases, Inspect 
or persons or classes of persons, shall be exercised or performed ing Assis 

tant Com 
concurrently by the Inspecting Assistant Commissioner . 

missioner 

and 
(2) Where under sub -section (1), an Inspecting Assistant 

Gift - tax 
Commissioner exercises concurrent jurisdiction with one or more Officer, 
Gift-tax Officers in respect of any area , cases or classes of cases , 
persons or classes of persons , the Gift- tax Officer or Gift- tax Officers 
shall exercise the powers and perform the functions under this Act 
in relation thereto as the Inspecting Assistant Commissioner may 
direct. 

(3 ) Without projudice to the generality of the provisions 
contained in sub - section (2 ) of section 12 , every Gift-tax Officer shall 
also observe and follow such instructions as may be issued to him 
for his guidance by the Inspecting Assistant Commissioner within 
whose jurisdiction he performs his functions in relation to any 
particular proceeding or the initiation of any proceeding under this 
Act: 


Provided that no instructions which are prejudicial to the 
Assessee shall be issued before an opportunity is given to the 
assessee to be heard , 


Explanation . For the purposes of this sub -section , no instruction 
as to the lines on which an investigation connected with the 
assessment should be made shall be deemed to be an instruction 
prejudicial to the assessee, 

(4 ) Where an order is made under sub - section ( 1) and the 
Inspecting Assistant Commissioner exercises the powers or performs 
the functions of a Gift - tax Officer in respect of any case or person or 
proceeding under this Act, references in this Act or in any rule made 
thereunder to the Gift-tax Officer and the Appellate Assistant 
Commissioner shall be construed us references to the Inspecting 
Assistant Commissioner and the Commissioner respectively and , 
accordingly , 


(i) any provision of this Act requiring approval or sanction 
of the Inspecting Assistant Commissioner shall not apply : 
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Amend 
ment of 
section 
7 B . 


( ii) any appeal which would otherwise have lain to the 
Appellate Assistant Commissioner shall lie to the Commissioner; 

( iii ) any appeal which would have lain from an order of the 
Appellate Assistant Commissioner to the Appellate Tribunal shall 

le from the order of the Commissioner." . 
109. For sub - section ( 1) of section 7B of the Gift -tax Act, the follow 
ing sub -section shall be substituted , namely : 

" ( 1) The Commissioner may, after giving the assessee a reason 
able opportunity of being heard in the matter , wherever it is possi 
ble to do so , and after recording his reasons for doing so , transfer 
any case from one or more of the following Officers subordinate to 
him , namely : 

(a ) any Gift-tax Officer or Gift -tax Officers, 

( ii ) any Wealth -tax Officer or Wealth -tax Officers having 
current jurisdiction with the Inspecting Assistant Commissioner , 
to any other Gift -tax Officer or Gift-tax Officers (whether with or 
without concurrent jurisdiction with the Inspecting Assistant Com 
missioner ) also subordinate to him and the Board may similarly 
transfer any case from - - 

(i ) ariy Gift -tax Omcer or Gift -tax Officers , or 

( ii ) any Gift -tax Officer or Gift -tax , Officers having con 
current jurisdiction with the Inspecting Assistant Commissioner, 
to any other Gift-tax Officer or Gift-tax Omcers (whether with 
or without concurrent jurisdiction with the Inspecting Assistant 
Commissioner ) : 

Provided that nothing in this sub - section shall be deemed to re 
quire any such opportunity to be given where the transfer is from 
any Gift-tax Officer or Gift-tax Officers to any other Gift-tax Officer 
or Gift-tax Officers (whether with or without concurrent jurisdic 
tion with the Inspecting Assistant Commissioner ) to any other Gift 
tax Officer or Gift- tax Officers (whether with or without concurrent 
jurisdiction with the Inspecting Assistant Commissioner ) and the 
offices of all such officers are situated in the same city , locality or 
place : 
Provided further that, 

( a ) where any case has been transferred from any Gift -tax 
Officer or Gift-tax Officers to two or more Gift-tax Omcers, the 
Gift- tax Officers to whom the case is so transferred shall have 
concurrent jurisdiction over the case and shall perform their func 
tions in accordance with such general or special orders in writ. 
ing as the Board or the Commissioner or the Inspecting Assistant 
Commissioner , authorised by the Commissioner in this behalf, 
may make for the purpose of facilitating the performance of such 
functions, 

(b ) where any case has been transferred from any Gift 
tax Omcer or Gift - tax Officers (whether with or without concur 
rent jurisdiction with the Inspecting Assistant Commissioner ) 
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to two or more Gift -tax Officers with concurrent jurisdiction 
with the Inspecting Assistant Commissioner, the officers (inclu 
ding the Inspecting Assistant Commissioner ) to whom the case 
is so transferred shall have concurrent jurisdiction over such 
case and shall perform their functions in accordance with such 
general or special orders in writing as the Board or the Commis 
sioner may make for the purpose of facilitating the performance 
of such functions and the Gift-tax Officers shall perform their 
functions also in accordance with such orders or directions as the 
Inspecting Assistant Commissioner may make under section 7 or , 
as the case may be, under sub -section (2 ) of section 7AA ." . 


110 . In section 11AA of the Gift-tax Act, after clause (b ) , the follow - 
ing clause shall be inserted , namely : - - 


Amend 
ment of 
section 
11AA . 


" ( c ) in a case where two or more Gift -tax Officers have con 
current jurisdiction over such assessee in respect of such function , 
be the Gift-tax Officers empowered to perform such function by the 
Board or, as the case may be, the Gift-tax Officers to whom such 
function has been assigned by an order of the Commissioner or by an 
order or a direction of the Inspecting Assistant Commissioner under 
section 7 or, as the case may be, under sub -section (2 ) of section 
7AA ." . 


Amend . 
ment of 
section 
14A 


111. In section 14A of the Gift-tax Act , for clauses (©) and (d ), the 
following clauses shall be substituted , namely : 

" (c ) in the case of a company, by the managing director thereof 
or where for any unavoidable reason such managing director is not 
able to sign and verify the return or where there is no managing 
director, by any director thereof; 

(d ) in the case of a firm , by the managing partner thereof or 
where for any unavoidable reason such managing partner is not 
able to sign and verify the return , or where there is no managing 
partner as such , by any partner thereof, not being a minor;" . 


112 . After section 16 of the Gift -tax Act , the following section shall Insertion 

of new 
be inserted , namely :- - 

section 
16A . 


" 16A . ( 1) No order of assessment shall be made under section 15 Time 
at any time after the expiration of a period of 

limit for 

complo . 
(a ) four years commencing on and from the 1st day of April , tion of 
1975 or one year from the date of the filing of a return or a re 

assess 

ment 
vised return under section 14 , whichever is later , where the 

and 
assessment year is an assessment year commencing before that 
date ; 

mont 
(b ) four years from the end of the assessment year in which 
the gifts were first assessable , or one year from the date of the 
filing of a return or a revised return under section 1 ], whichever 


re - Assess 
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is later , where the assessment year is an assessment year com 
inencing on or after the 1st day of April , 1975 . 

(2 ) No order of assessment or re -assessment shall be made under 
section 16 ,- -. 

(a ) where any proceeding for an assessment or a re- assess 
ment is pending on the 1st day of April , 1975 , at any time after 
the expiration of a period of four years commencing on and from 
that date ; 


(b ) where the assessment or re -assessment is to be made in 
a case falling within clause (a ) of sub -section (1) of section 16 
for which a notice has been served under that sub -section on or 
after the 1st day of April, 1975 , at any time after the expiration 
of a period of four years from the end of the assessment year in 
which the said notice was served ; 

(c ) where the assessment or re -assessment is to be made in 
a case falling within clause (b ) of sub -section ( 1) of section 16 
for which a notice has been served under that sub -section on or 
after the 1st day of April, 1975 , after the expiration of a period 


(1) four years from the end of the assessment year in 
which the gifts were first assessable, or 

(ii) one year from the date of service of such notice , 
whichever period expires later . 

( 3 ) Notwithstanding anything contained in sub -sections (1 ) and 
(2 ) , an order of fresh assessment in pursuance of an order passed 
on or after the 1st day of April, 1975 under section 22, section 23 or 
section 24, setting aside or cancelling an assessment, may be made 
at any time before the expiry of four years from the end of the finan 
clal year in which the order under section 22 or section 23 is received 
by the Cominissioner or, as the case may be, the order under section 
24 is passed by the Commissioner, 

(4) The provisions of sub -sections (1) and (2 ) shall not apply to 
the assessinent or re -assessmentmade on the assessee in consequence 
of, or to give effect to , any finding or direction contained in an order 
under section 22 , section 23, section 24, section 26 or section 28 or in 

an order of any court in a proceeding otherwise than by way of 
appeal or reference under this Act and such assessment or re -assess 
ment may, subject to the provisions of sub -section ( 3) , be completed 
at any time. 

Explanation 1. - In computing the period of limitation for the 
purposes of this section 

(i) the time taken in reopening the whole or any part of the 
proceeding or in giving an opportunity to the assesseę to be re 
heard under the proviso to section 38 , or 


( ii ) the period during which the assessment proceeding is 
stayed by an order or injunction of any court, 
shall be excluded . 
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Explanation 2 , - Where, by an order referred to in sub -section 
(4 ) , any gift is excluded from the taxable gifts for an assessment 
year in respect of an assessee , then , an assessment of such gift for 
another assessment year shall, for the purposes of sub - section (2 ) of 
section 16 and this section , be deemed to be one made in consequence 
of, or to give effect to , any finding or direction contained in the said 
order ." . 
113. In section 17 of the Gift-tax Act, -- 

Amend. 

ment of 
(i) in sub -section ( 1) , in clause (i) , the words " but not exceed section 
ng in the aggregate fifty per cent. of the assessed tax " shall be 17 . 
omitted ; 

(ii) in sub -section ( 3 ) , for the words " the Gift -tax Officer shall 
refer the case to the Inspecting Assistant Commissioner who shall, 
for the purpose , have all the powers conferred under this section for 
the imposition of penalty " , the following shall be substituted , 
namely : 

" the Gift-tax Officer shall not make any order for payment, by 
way of penalty , without the previous approval of the Inspecting 
Assistant Commissioner" . 


114 . After section 17 of the Gift-tax Act , the following section shall Insertion 

of new 
be inserted , namely : 

section 
17A . 


" 17A . (1 ) If a person , 

Penalty 
for 

failuro 
(a ) being legally bound to state the truth of any matter 

to answer 
touching the subject of his assessment, refuses to answer any questiona 
question demanded of him by a Gift -tax Officer or an Appellate aign 

atate 
Assistant Commissioner or an Inspecting Assistant Commissioner 

ments, 
or a Commissioner in the exercise of his powers under this Act, or atc. 

(6 ) refuses to sign any statement made by him in the 
course of any proceeding under this Act which a Gift -tax Officer 
or an Appellate Assistant Commissioner or an Inspecting Assis 
tant Commissioner or a Commissioner may legally require 

him to sign , 
he shall pay, by way of penalty , a sum which may extend to one 
thousand rupees. 

(2 ) If a person , without reasonable cause or excuse, fails to 
furnish within the time specified any statement or information which 
such person is bound to furnish to the Gift- tax Officer under sec 
tion 37, he shall pay , by way of penalty , a sum which may extend 
to ten rupees for every day during which the failure continues . 

(3 ) No order shall be made under this section except by 
an Appellate Assistant Commissioner or an Inspecting Assistant 
Commissioner or a Commissioner, and where a contravention , failure 
or default for which any penalty is imposable under this section 
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occurs in the course of any proceeding before a Gift-tax Officer, the 
Gift-tax Officer shall refer the case to the Inspecting Assistant Com 
missioner for passing such orders as he deems it. 


(4 ) No order under this section shall be passed by any officer 
referred to in sub -section ( 3) unless the person on whom the 
penalty is proposed to be imposed is given an opportunity of being 
heard in the matter by such officer." . 

115 . For section 18 of the Gift-tax Act, the following section stall be 
substituted , namely : -- 


Subotitu 
tion of 
new 
section 
for 
section 
18 . 


Rebate on 
advanice 
pay . 
ments . 


" 18 . If a person making a taxable gift pays into the treasury 
within fifteen days of his making the gift any part of the amount 
of tax due on the gift calculated at the rates specified in the Sche 
dule or, in a case where the provisions of section 6A are applicable 
to a gift , in the manner specified in that section , he shall , at the time 
of assessment under section 15 , be given credit 


(1) for the amount so paid ; and 


(ii) for a sum equal to one-ninth of the amount so paid , 
so however , that such gum shall In no case exceed one- tenth 
of the tax due on the gift. 


Explanation . If a person makes more than one taxable gift in 
the course of a previous year , the amount of tax due on any one of 
such gifts shall be the difference between the total amount of tax due 
on the aggregate value of all the taxable gifts so far made, including 
the taxable gift in respect of which tax has to be paid , calculated 
at the rates specified in the Schedule or , as the case may be, in the 
manner specified in section 6A , and the total amount of tax on the 
aggregate value of all the gifts made during that year , excluding 
the taxable gift in respect of which tax has to be paid , calculated at 
the rates specified in the Schedule or , as the case may be , in the 
manner specified in section 6A ." . 


116 . In sub - section ( 1) of section 23 of the Gift -tax Act, 


Amend 
ment of 
section 


23 . 


(1) for the words and figures " under section 17 " , the words, 
figures and letter " under section 17 or section 17A ” shall be subs 
tituted ; 


( ii ) for the words , brackets and figures " under sub - section ( 3 ) 
of section 17" , the words, figures and letter " under section 17A " 
shall be substituted . 


Amend . 
ment of 
section 
26 . 


117. In sub - section (1 ) of section 25 of the Gift- tax Act, for the words 
and figures " under section 17 " , the words, figures and letter " under sec 
tion 17 or section 17A " shall be substituted. 
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118 , In section 33A of the Gift - tax Act, after sub- section (3 ) , the Amend . 

ment of 
following sub -section shall be inserted , namely : 

section 
“ (3A ) Where the whole or any part of the refund referred to in 
sub - section ( 3 ) is due to an assessee as a result of any amount having 
been paid by him after the 31st day of March , 1975 , in pursuance of 
any order of assessment or penalty and such amount or any part 
thereof having been found in appeal or other proceeding under this 
Act to be in excess of the amount which such assessee is liable to pay 
as tax or penalty , as the case may be, under this Act, the Central 
Government shall pay to such assessee simple interest at the rate 
specified in sub - section ( 3 ) on the amount so found to be in excess 
from the date on which such amount was paid to the date on which 
the refund is granted : 

Provided that, where the amount so found to be in excess was 
paid in instalments , such interest shall be payable , on the amount 
of each such instalment or any part of such instalment, which was in 
excess, from the date on which such instalment was paid to the date 
on which the refund is granted : 


Provided further that no interest under this sub -section shall be 
payable for a period of one month from the date of the passing of 
the order in appeal or other proceeding: 

Provided also that where any interest is payable to an assessee 
under this sub -section , no interest under sub -section ( 3) shall be pay 
able to him in respect of the amount so found to be in excess." . 


119. In sub - section (1 ) of section 35 of the Gift- tax Act, 


Amend 
ment of 
section 
35 . 


(i) in clause (b ), the words, brackets and figure " sub -section (2) 
or " shall be omitted ; 


( ii ) clause (c) shall be omitted . 


120 . After section 35 of the Gift-tax Act, the following sections shall Insertion 

of now 
be inserted , namely : 

sections 
38A , 35B 
and 380 


"35A . (1) Where an offence under this Act has been committed Offences 
by a company, every person who, at the time the offence was com - by con 
mitted , was in charge of and was responsible to , the company for the panies 
conduct of the business of the company , as well as the company , 
shall be deemed to be guilty of the offence and shall be liable to be 
proceeded against and punished accordingly : 


Provided that nothing contained in this sub -section shall render 
any such person liable to any punishment if he proves that the 
offence was committed without his knowledge or that he had exercis 
ed all due diligence to prevent the commission of such offence, 
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(2 ) Notwithstanding anything contained in sub -section ( 1), where 
an offence under this Act has been committed by a company and it 
is proved that the offence has been committed with the consent or 
connivance of, or is attributable to any neglect on the part of, any 
director, manager , secretary or other officer of the company , such 
director, manager, secretary or other officer shall also be deemed 
to be guilty of that offence and shall be liable to be proceeded against 
and punished accordingly . 
Explanation . For the purposes of this section , - - 
(a ) " company " means a body corporate, and includes 

(i) a firm , and 

( ii) an association of persons or a body of individuals, 
whether incorporated or not ; and 
(6 ) " director " , in relation to 

(i) a firm , means a partner in the firm , 

( ii) an association of persons or a body of individuals , 
means any member controlling the affairs thereof. 


Offences 
by Hindu 
undivided 
families 


35B . ( 1) Where an offence under this Act has been committed 
by a Hindu undivided family , the Karta thereof shall be deemed to 
be guilty of the offence and shall be liable to be proceeded against 
and punished accordingly : 

Provided that nothing contained in this sub -section shall render 
the Kurta liable to any punishment if he proves that the offence was 
committed without his knowledge or that he had exercised all due 
diligence to prevent the commission of such offence. 

(2 ) Notwithstanding anything contained in sub -section (1 ) , 
where an offence under this Act has been committed by a Hindu un 
divided family and it is proved that the offence has been committed 
with the consent or connivance of, or is attributable to any neglect 
on the part of, any member of the Hindu undivided family , such 
member shall also be deemed to be guilty of that offence and shall 
be liable to be proceeded against and punished accordingly . 


35C . Nothing contained in section 360 of the Code of Criminal 
Procedure, 1973 , or in the Probation of Offenders Act, 1958 , shall 
apply to a person convicted of an offence under this Act unless that | 
person is under eighteen years of age. . 
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121 . In section 41A of the Gift- tax Act, 


(i) in sub -section ( 1 ) , after the word " proceedings" , the words 
" Or prosecutions " shall be inserted ; 
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( ii ) for sub -section (2 ) , the following sub -section shall be sub 
stituted , namely : 

" (2) No publication under this section shall be made in re 
lation to any penalty imposed under this Act until the time for 
presenting an appeal to the Appellate Assistant Commissioner 
has expired without an appeal having been presented or the 

appeal, if presented , has been disposed of.” . 
122. After section 41B of the Gift- tax Act, the following section shall Insertic.1 

of new 
bé inserted , namely : 

section 

41C . 
"41C . No return of gifts, assessment, notice, summons or other Return 
proceeding, furnished or made or issued or taken o . purported to of gifts, 
have been furnished or made or issued or taken in pursuance of any etc., 
of the provisions of this Act shall be invalid or shall be deemed to be 

be in 
invalid merely by reason of any mistake, defect or omission in such vald 
return of gifts, assessment, notice, summons or other proceeding, on cer 
if such return of gifts, assessment, notice, summons or other pro - taln 
ceeding is in substance and effect in conformity with or according grounds. 
to the intent and purpose of this Act.” . 
123, In sub -section ( 4 ) of section 46 of the Gift- tax Act, 

Amend 

ment of 
(1) for the words " or in two successive sessions" , the words " or 

section 
in two or more successive sessions " shall be substituted ; 

( ii ) for the words " in which it is so laid or the session imme 
diately following" , the words " Immediately following the session or 
the successive sessions aforesaid " shall be substituted , 

CHAPTER V 
AMENDMENTS TO THE COMPANIES (PROFITS ) SURTAX ACT , 1964 


46 . 


7 of 1964. 


124 . In section 18 of the Companies (Profits ) Surtax Act, 1964 [here- Amend 
after in this Chapter referred to as the Companies (Profits ) Surtax 

toyment of 

section 
Act ), 

18 . 
(i) after the figures " 125 " , the figures and letter " , 125A " shall be 
inserted ; 

( ii) after the figures and letter " 132A " , the figures and letter 
" , 132B " shall be inserted ; 

(iii ) after the figures " 281" , the figures and letter " , 281B ” shall 
be inserted , 
125. In sub -section (3 ) of section 25 of the Companies (Profits) Surtax 

Amend 
Act, 

ment of 
(i) for the words " or in two successive sessions" , the words " or 

section 
in two or more successive sessions " shall be substituted ; 

( ii ) for the words " in which it is so laid or the session imme 
diately following " , the words " immediately following the session or 
the successive sessions aforesaid " shall be substituted . 


25 . 


S . L . SHAKDHER , 

Secretary -General. 
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